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KMART CORPORATION, et al., y  Chapter 11 k! f‘%k’
y  Case No. 02-B02474
Debtors. ) Jointly Administered
) Judge Susan Pierson Sonderby
)

APPLICATION OF MILLER BUCKFIRE LEWIS YING & CO., LLC, FOR
(A) ALLOWANCE OF FEES AND REIMBURSEMENT OF EXPENSES FOR THE
INTERIM PERIOD FROM JANUARY 1, 2003, THROUGH MAY 6, 2003, AND (B)
FINAL ALLOWANCE AND PAYMENT OF FEES AND REIMBURSEMENT OF
EXPENSES FOR THE PERIOD FROM JANUARY 22, 2002, THROUGH MAY 6, 2003

Name of Applicant: Miller Buckfire Lewis Ying & Co., LLC'
Authorized to Provide The above-captioned debtors and

Professional Services to: debtors-in-possession

Date of Retention: Japuary 22, 2002

Period for Which Compensation Fourth: January 1, 2003, through May 6, 2003
and Reimbursement Are Sought: Final: January 22, 2002, through Mav 6, 2003
Amount of Compcensation Sought Fourth: § 10,879,637.10

as Actual, Reasonable and Necessary: Final: $ 13,354,637.10

Amount of Expense Reimbursement Sought  Fourth: § 260,913.17
as Actual, Reasonable and Necessary: Final; $ 763.970.16

This Court approved the Debtors’ retention of Dresdner Kleinwort Wasserstein, Inc. ("DIKW™) as
financial advisor and investment banker by an Amended Order entered April 23, 2002. In July 2002
the financial restructuring group of DKW completed a spin-off and became Miller Buckfire Lewis &
Co., LLC (*“MBL”). On September 25, 2002, the Court approved the assignment of DFKW’s
responsibilities to MBL., MBL subsequently changed its name to Miller Buckfire Lewis Ying & Co.,
LLC ¢“MBLY™) in May 2003. This Fee Application secks final allowance of all fees earned and
expenses incurred by MBLY as well as expenses incurred by DrkW. Pursuant to the terms of this
Court’s Septernber 25, 2002, Order, DrKW is entitled to reimburscment of its expenses.

21535467v2




EXHIBIT A

215354672



=anry S5, Millar

vfa Zt50T&EN

O Drasgnar Kleinwart \Yasserstein

Srasarer L@ ro ot Sassergen, <o
31’\ AVEUU" a4 tma Lemgosag
Naw York NY D00R-570E

January 17. 2002 e spneme: 200 3

Kmart Corporation
3100 West Big Beaver Road
Troy, Michigan 48084

Attention: Mr, Charles Conaway
Ladies and Gentlemen:

- This letter agreement confirms the terms under which Kmant Cerporation, a Michigan
corporation (the "Company”). has engaged Dresdner Kleinwort Wasserstein. Inc.
{"DIKW") as its financial advisor and investmnent banker with respect to a possible
Restructuring (as defined below) and with respect 1o such other financial matters.
including a Financing and/or Sale, as to which the Company and DrKW may agree
during the term of this engagement. For purposes hereof, the term "Company” includes
affiliatas of the Company and any entity that the Company or its affiliates may form or
invest in to consummare a Restructuring, Financing and/or Sale, and shall also include
anty successor to or assignee of all or a portion of the assets and/or busmcsses of the
Company whether pursuant (0 a Plan (as defined below) or otherwise. If appropriate in

- connection with performing its services for the Company hereunder, DrKW may utilize
the services of one or more of its affiliates, in which case references herein to DrkW
shall include such affiliates,

L. DKW, as financizl advisor and investment banker to the Company. will pertorm
the following financial advisory and investment banking services:

a. General Financial Advisorv and Investment Banking Services. DrEW
will:

i to the extent it deems necessary. appropriate and feasible,
farniliarize itself with the business, operations, properties. {inancia
condition and prospects of the Company; and

ii. if the Company determines to undertake a Restructunng, Financing
and/or Sate and the Company so requests, advise and assist the
Company in structuring and effecting the financial aspects of such
a transaction of transactions, subject to the terms and conditions of
this agreement. ’

b. Restructuring Services. If the Company pursues a Restructuning. DrKW
will:

i provide financial advice and assistance to the Company in
developing and seeking approval of a Restructuring plan (as the
same may be modified from time to time, a "Plan”), which may be



a plan under chapter 11 of title 11 of the United States Code. 11
UU.5.C. §5§ 101 et. seq. (the "Bankruptey Code™):

ii. if requested by the Company, provide financial advice and
assistance in structuring and/or negotiating the terms of any
debtor-in-possession financing or "exit” financing to be put in
place in connection with the Plan;

iii. if requested by the Company. provide financial advice ond
assistance to the Company in structuring any new securities (o be
issued under the Plan;

iv. if requested by the Company, assist the Company and/or
participate in negotiations with entities or groups affected by the
Plan; and

v, if requested by the Company, participate in hearings before the

bankrupicy court with respect to the matters upon which DKW
has provided advice, including, as relevant, coordinatng, with the
Company's counsel with respect (o testimony in connection
therewith.

For purposes of this agreement, the term “Restructuring” shall mean any recapitalization
or restructuring (including, without limitation, through any exchange, conversion.
cancellation, forgiveness, retirement and/or a material modification or amendment to the
terms. conditions or covenants thereof) of the Company's or and any of its affiliates’
nreferred equity and/or debt securities and/or other indebtedness, obligations or Habilities
(including preferred stock, partnership interests, lease obligations, guarantzes, trade credit
facilities and/or contract or tort obligations), including pursuant to a repurchase or an
exchange transaction, a Plan or a solicitation of consents, waIvers, acceplances or
authorizations, resulting in the consummation of a chapter 11 plaa. Notwithstanding
anything to the contrary herein. the term “Restructuring” shall include the consummation
of any Sale pursuant to Section 363 of the Bankruptcy Code.

c. Financing Services. If the Company pursues a Financing (other than s
described above) and the Company so requests, DEKW will:

i. provide financial advice and assistance to the Company in
structuring and effecting a Financing, identify potential Investors
(as defined below) and, at the Company’s request. comtact such
Investors;

i if DKW and the Company deem it advisable. assist the Company
in developing and preparing a memorandum {with any
amendments or supplements thereto, the "Einancing Offerine
Memorandum”) to be used in soliciting patential Investors, it being
agreed that (A) the Financing Offening Memorandurn shall be




based entirely upon information supplied by the Company. (B) the
Company shall be solely responsible for the accuracy and
completeness of the Financing Offering Memorandum, and (C)
other than as contemplated by this subparagraph (c)(ii). the
Financing Offering Memorandum shall not be used. reproduced.
disserninated, quoted or referred 0 at any time in any way. except
with DrKW's prior written consent (which consent shall not be
unreasonably withheld or defayed): and

i, if requested by the Company. assist the Company and/or
participate in negotiations with potential Investors.

For purposes of this agreement, the term “Financing” shall mean a public or private
issuance, sale or placement of the equity, equity-linked or debt securities, instruments or
obligations of the Company with one or more lenders and/or investors except to the
extent issued to existing security holders of the Company in exchange for their existing
securinies, or any loan or other financing, including any "exit financing” in connection
with & case under the Bankruptcy Code or a rights offering (each such lender or investor,

an “Investor”).

It is understood and agreed that nothing contained herein shall constitute an expressed or
implied commitment by DrKkW to act in any capacity or to underwnte, place or purchase
any financing or securities, which commitment shall only be set forth in a separate
underwnting, placement agency or other appropriate agreement relating to the Financing.

d. Sule Services. If the Company pursues a Sale and the Company s0
requests, DIKW will;

1. provide financial advice and assistance 1o the Company in
connection with a Sale, identify potential acquirors and, at the
Company's request. contact such potental acquirors:

i1, at the Company's request, assist the Company in preparing a
memorandum (with any amendments or supplements thereto, the
“"%ale Memorandum”), to be used in soliciting potential acguirors,
it. being agreed that (A) the Sale Memorandum shall be based
entirely upon information supplied by the Company, (B) the
Company shall be solely responsible for the accuracy and
completeness of the Sale Memorandum. and (C) other than as
contemplatsd by this subparagraph (d)(ii), the Sale Memorandum
¢hall not be used. reproduced, disseminated, quoted or referred to
at any Ume in any way, except with DrKW's prnior written consent
{which consent shall not be unreasonably withheld or delayed):
and

iii. if requested by the Company, assist the Company and/or
participate 1n negouations with potential acquirors.



For purposes of this agreement, the term “Sale” shall mean the disposition to one or more
third parties in one or a series of related transactions of (x) all or substantially all the
2quity securities of the Company by the security holders of the Company or (y) all or
substantially al! the assets of the Company and its subsidiaries, in either case, including
through a sale or exchange of capital stock, assets, a merger, consolidation or other
business combination, an exchange or tender offer. a recapitalization. the formation of a
jotnt venture, partnership or similar entity, or any similar transacrion.

In rendering its services to the Company hereunder, DKW is not assuming any
responsibility for the Company's underlying business decision to pursue or not {0 pursue
any business strategy or to effect or not 10 effect any. Restructuring, Financing, and/or
Sale or other transaction. The Company agrees that DrKW shall not have any obligation ~
or fesponsibility to provide accounting, audit, “crisis management,”" or business
consultant services for the Company and shall have no responsibility for designing or
implementing operating, organizational, administrative, cash management or liquidity
improvements. or to provide any faimess or valuation opinions or any advice or opinions
with respect to solvency in connection with any transaction. The Company confirms that
it will relv on its own counsel, accountants and similar expernt advisors for legal,
accounting, tax and other similar advice.

{n order o coordinate effectively the Company's and DrKW's activities hereunder, the
Corapany will promptly inform DrKW of any discussions, negotiations or inquiries
regarding & possible Resuucturing, Financing or Sale.

The Company shall make available to DIKW all information conceming the business,
assets. operations, financial condition and prospects of the Company that DrKW
reasonably requests in connection Witk the services w be performed for the Company
hereunder and shall provide DrKW with reasonable access to the Company's officers,
directors. emplovees, independent accountants and other advisors and agents as DrkW
shall deem appropriate. The Company represents that all information furnished by it or
on 15 behalf to DrKW (including information contained in any Financing Offering
Memerancum and/or Sale Memarandum) will be- accurate and complete in all material
respects.  The Company recognizes and confirms that in advising the Company and
completing s engagement hereunder. DrKW will be using and relying on publicly
available information and on data, materizl and other information furmished to DKW by
the Company and other pamies. It is understood that in performing under this
engagement DrKW may assume and reiy upon the accuracy and completeness of, and i3
not assuming any responsibility for independent verification of - such publicly available
information and the other information. s¢ furnished.
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DrKW's compensation for services rendered under this agreement will consist of
the following cash fees:

a. A financial advisory fee of $112,500, which shall be due and paid by the
Company upon the execetion of this agreement.
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b. A monthly financial advisory fee of $223.000, which shall be due and paid
by the Company beginning February 1, 2002 and thereafter on each
monthly anniversary thereof during the term of this engagement.

c. If at any time any Restructuring is consummated, DrKW shall be entitled
o receive 2 (ransaction fee, contingent upon the consummation of the
Restructuring and payable at the closing thereof, equal to $12.5 mullion
(less an amount equal to 50% of any fees paid pursuant to subparagraphs
(a) and (b) above).

d. If (i) the Company requests that DrKW assist in connection with a
possible Sale and (i) in connection with, or at any tme prior 0.
consummation of a Plan, (x) any Sale for which DrKW's services are
retained by the Company is consummated or (y)(1) an agreement n
principle or definitive agreement to effect a Sale for which DrKW's
sarvices are retained by the Company is entered into, and (2) concurrently
therewith or at any time thereafter any such Sale is consummated, DrKW
shall be entitled to receive a transaction fee (a "Sale Transaction Fee"),
contingent upon the consummation of the Sale and payable at the closing
thereof, which shall be equal to 0.4% of the Aggregate Consideration (as
defined below).

For purposes of this agreement, the term "Aggregate Consideration” shall mean the total
amount of ¢ash and the fair market value (on the date of payment and as determined by
DrKW in good- faith) of all securities and other property paid or payable, directly or
indirectlv, by the acquiring party (the "Acquiror”) (o the acquired party or the seiler of the
acquired business (in either case, the "Acquired”). or (@ the Acquired’s contract parties,
claim holders. security holders: and employees, or by the Acquired to the Acquired's
contract parties. claim holders, security holders and employees, in connection with a Sale
ar 2 wansaction related thereto (including, without limitation, amounts paid by the
Acquiror tc hoiders of any warrants, stock purchase rights. convertible secunities or
similar rights of the Acquired and to holders of zny optiens or stock appreciation rights
issued by the Acquired, whether or not vested). Aggregale Consideration shall also
include the value'of any liabilities (including obligations refating to any capitalized leases
and the principal amount of any indebtedness for borrowed money) (x) existing on the
Acquired's balance sheet at the time of a Sale or repaid or retired in anticipation of a Sale
(if such Sale takes the form of a merger or sale or exchange of stock) or (y) assumed
direstiv or indirectly by the Acquiror in connection with 2 Sale (if such Sale takes the
form of ¢ szle or exchange of assets). Aggregate Consideration shall also include (i) the
net vaiue (on the ¢losing date of the Sale and as determined by DrKW and the Company
in gooc faith). if positive, of any current assets not sold to the Acquiror. [n the event that
anyv par of the consideration in connection with any Sale will be payable (whether in one
pavment of a series of two OT MOTe payments) at #ny time following the consummation
thereof, the term Aggregate Consideration shali inciude the present value of such future
pavment or payments, as determined by DIKW and the Company in good faith. As used
in this agreement, the terms "payment,” "paid” or "payable” shall be deemed to include,
as applicable. the issuance or delivery of securities or other property other than cash.



€. If in connection with, or at any time prior to. consummation of a
Plan, the Company consummates any Financing for which DrKW's
services are retained by the Company, the Company will pay to
DrKW such underwriting discounts, placement fees or other
compensation as shall be customary under the ¢ircumstances and
mutually agreed by the Company and DKW, provided, however,
that no additional fees shall be paid in connection with "debtor-in-
possession,” "exit” financing {(other than in connection with a high
vield offering or any other public or pnivate placement of debt or
equity securities in which DrKW acts as underwriter or agent), or a
rights offering to the Company's exisung shareholders.

It is understood and agreed that if the proceeds of any such Financing are to be funded in
more than one stage, the aggregate proceeds to be raised in all srages of such Financing
shall be deemed to have been received, and DrKW shall be entitled to the applicable
compensation hereunder calculated pased on such aggregate proceeds, upon the closing
date of the first stage thereof. '

In connection with any Financing (other than bank financing) undertaken on or prior to
consummation of a Plan, the Company shall consider in good faith the retention af
DrKW as an underwriter or placement agent thereof, as the case may be. In the event
that DrK'W does act for the Company in any of the foregoing or similar capacities, then if
requested by DrKW, the Company and DrKW shall enter into a separate agreement or
other appropriate documentation for such transaction, contaning Ccusiomary
representations, warranties, covenants, conditions and indemnities, and providing for the
underwriting discounts or placement fees. as the case may be, set forth above.

The Company acknowledges and agrees that the fees payable to DIKW hereunder are
reasonable. The Company and DrKW acknowledge and agree that the hours worked, the
results achieved and the ultimate benefit to the Company of the work performed, in each
case, in connection with this engagement, may be variable, and that the Company and
DrEW have taken this into account in setting the fees hereunder. The Company and
DRKW further acknowledge and agree that, notwithstanding any of the provisions of
paragraph 2 to the contrary, in no event may the aggregate fees payable to DrkW
pursuant to subparagraphs 2(a), 2(b). 2{c) and 2{d) exceed $17.5 mullion.

3. In addition to any fees payable by the Company to DKW hersunder. the
Company shall, whether or not any transaction conternplated by this agreement
shall be proposed or consummated, reimburse DKW on a monthly basis for its
wravel and other reasonable out-of-pocket expenses (including ail fees,
disbursements and other charges of counsel to be retained by DIKW, and of other
consultants and advisors retained by DrKW with the Company's consent} incurred
in connection with. or arising out of DeKW's activities under or contemplated by
this engagement. The Company shall also reimburse DrKW, at such times as
DrEW shall reasonably request, for any sales, us¢ or similar taxes (including
additions to such taxes, if any) arising in connection with any marter referred to or



contemplated by, this engagement. Such reimbursements shall be made promptiy
upon submission by DrKW of statermnents for such expenses.

The Company agrees to indemnify DIKW and certain related persons in
accordance with the indemnification provisions (“"Indemnification Provisions")
artached to this agreement. Such Indemnification Provisions are an integral part of
this agreement, and the terms thercof are incorporated by reference herein. Such
Indemnification Provisions shall survive any termination or completion of
DrKW's engagement hercunder.

Tne Company agrees that none of DrKW, its affiliates or their respective
directors, officers, agents, employees and controlling persons, or any of their
respective successors or assigns ("Covered Persons™) shall have any liability to
the Company or any person asserting claims on behalf of the Company or in the
Company's right for or in connection with this engagement or any transactions or
conduct in connection therewith except for losses. claims, damages, liabilities or
expenses incurred by the Company which are fially judicially deterruned w
have resulted primanly from the gross negligence or willful misconduct of such
Covered Person.

This agreement and DrKW's engagement hereunder may be terrmunated by either’
the Company or DrK'W at any time, upon prior wntten nouce thereof to the other
party; provided, however, that (2) termination of DrKW's engagement hereunder
shall not affect the Company's continuing obligauon 10 indemnify DrKW and
cernain related persons as provided for in this agreement, and its continuing
obligations and agreements under paragraphs 3 and § hereof, (b) notwithstanding
any such termination other than by DrKW without cause or by the Company with
cause, DKW shall be entitled to the full fees in the zmounts and at the times
provided for in paragraph 2(c¢) hereof or, with respect 10 a Sale for which DIKW
had been retained, in paragraph 2(d) hereof and (¢) anv termination of DrKW's
engagement hereunder shall not affect the Company's obligation to reimburse
expenses accruing prior to such termination to the extent provided in paragraph 3
hercof. For purposes of this paragraph, the term “cause”™ shall mean with respect
10 DrKW, (i) a material breach by DrKW of its obligations under this agrezment,
(i1} gross negligence or willful misconduct by DrKW relating to the Company or
DrKW's engagement hereunder; or (iii) if DtKW is convicted of, or pleads guilty
or nolo contendre to, a felony relating to the Company or DrKW‘s engagement
hereunder. For purposes of this paragraph, the term “cause” shall mean with
respect the Company, a material breach by the Company of its obligations under
this agreement.

DrKW's engagement hereunder shall be led and supervised by Henry Miller, Ken
Tuchman and Jeffrey Cohen. In connection therewith, if the Company believes
that Henry Miller, Ken Tuchman and Jeffrey Cohen, collectively and without
rezard o the hours worked, have not remained actively invalved and that their
services have not been made reasonably availabie 2s and when reasonably
required for the performance of DrKW's services hereunder, then the Company
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shall provide written notice to DrKW, which notice shall list the specific basis for
the Company's dissatisfaction. DrKW shall have thirty (30) days to cure any
dissatisfaction as soon as practicable but, in any event. within three (3) business
days of such notice). If the Company shall not during the term of this engagement
deliver a written notice as described in this paragraph. then it shall be conclusive
proof of DrKW's satisfaction of the obligarions in this paragraph.

DrKW has been retained under this agreement as an independent contractor with
no fiduciary or agency relationship to the Company or to any other party. The
advice (oral or written) rendered by DrKW pursuant to this agreement 15 intended
solely for the benefit and use of the Board of Directors of the Company in
considering the matters to which this agreement relates, and the Company agress ”
that such advice. may not be relied upon by any other person or entity. used for
any other purpose or reproduced, disseminated, quoted or referred (o at any time,
in any manner for any purpose, nor shall any public references to DrKW be made
by the Company, without the prior written consent of DrKW {which consent shall
not be unreasonably withhold or delayed).

The Company agrees that DrK'W shall have the right to place advertisements in
financial and other newspapers and journals at its own expense descnbing 118
services to the Company hereunder: provided that DKW will submit a copy of
any such advertisement ic the Company for its approval, which epprovai shall not
be unreasonably withheld or delayed.

This agreement shall be deemed (o be made in New York. This agreement and all
controversies arising from or relating to performance of this egresment shall be
soverned by, and construed and enforced in accordance with, the faws of the State
of New York without giving effect 1o such states trules concermning conflicts of
laws that might provide for any other choice of law. The Company hereby
irrevocably consents to personal jurisdiction in the Supreme Court of the State of
New York in New York County, Commercial Part, or any Federal court sitting in
the Southern District of New York for the purposes of any suit, action or other
proceeding arising ou: of ifus 2greement Or any of the agreements or transactions
contemplated hereby, which 1s brought by or against the Company, hereby waives
any objection (o venus with respect thereto, and hereby agrees that all claims in
respect of any such suit. action or proceeding shall be heard and determined in
any such court, and that such cours shall have exclusive jurisdiction over any
claims arising out of or rzlating 10 such agreements or transactions; provided that
in the event that the Company 15 a debtor under chapter 11 of the Bankruptey
Code, during any such <ase. any such claims shall be heard and determined in the
Bankruptey Court {as defined below). The Company hereby irevocably consents
to the service of process of uny of the aforementioned courts in any such suit,
action or proceeding by the maiting of copies thereof by registered or certified
mail, postage prepaid. lo the Company at its address set forth above {(attention:
General Counsel), such szrige to become effective ten (10) days after such
mailing. ANY RIGHT TO TRIAL BY JURY WITH RESPECT TO ANY




H.

CLAIM OR ACTION ARISING QUT OF THIS AGREEMENT OR CONDUCT
IN CONNECTION WITH DRKW'S ENGAGEMENT 1S HEREBY WAIVED.

This agreement may be executed in counterpans, each of which together shall be
considered a single document. This agreement shall be binding upon DrKW and
the Company and their respective successors and assigns (including, in the case of
the Company. any successor 10 all or a portion of the assets and/or the businesses
of the Company under & Plan). This agreement is not intended to confer any
rights. upon any shareholder, creditor, owner or pariner of the Company, or any
other person or entity not a party hereto other than the indemnified persons
referenced in the Indemnification Provisions contained herein and the Covered

Persons referenced above. N

It is understood and agreed that DKW and its affiliates may from time to lme
make a market in, have a long or short position in, buy and sell or otherwise effect
transactions for customer accounts and for their own accounts in the securities,
loans or other obligations of, or perform investment banking, commercial lending
or other services for, the Company and other entities which are or may be the
subject of the engagement contemplated by this agreement; provided that during
any case under the Bankruptcy Code in which the Company retains DrKW under
this agresement, (2) DrKW shall maintain such procedures as are appropriate to
prevent the use of information leamed hereunder by persons engaging in any such
activities; (b) DrKW and its affiliates shall buy and sell or otherwise effect
transactions in the securities and/or liabilities of the Company only on an
unsolicited basis and (¢} any such investment banking or other services shall not
be related to such case.

In the event that the Company is a debtor under chapter 11 of the Bankrupicy
Code, the Company shall use its best efforts to promptly apply to the bankruptcy
court having jursdiction over the chapter 11 case or cases (the "Bankruptey
Court"; for the approval pursuant to sections 327 and 328 of the Bankruptey Lode
of this zgreement and DrKW's retention by the Company under the terms of this
agreement, and subject to the standard of review provided for in Secnon 328t2) of
the Bankruptcy Code, and not subject to any other standard of review under
section 330 of the Bankruptcy Code. DrKW shall have no obligauor to provide
any services under this' agreement in the event that the Company becomes 2
debtor under the Bankruptcy Code unless DrK'W's retention under the terms of
this agreement is approved under Section 328(a) of the Bankruptcy Code by a
final order of the Bankruptcy Court no longer subject to appeal, rehearing,
recansideration or petition for certiorari, and which is acceptable to DKW in all
tespects. DrKW acknowledges that in the event that the Bankruptcy Court
approves its retention by the Company, DrKW's fees and expenses shall be
subject to the jursdiction and approval of the Bankruptey Court under Section
338(z) of the Bankruptcy Code and any applicable fee and expense guideline
orders. In the event that the Company becomes a debtor under the Bankruptcy
Code and DrKW's engagement hereunder is approved by the Bankruptey Court,
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the Company shall pay all fees and expenses of DrKW hereunder as promptly as
practicable in accordance with the terms hereof.

14, In the event that the senior restructuring professionals providing services to the
Company hereunder terminate their employment with DrKW. then DrKW shall
have the right during the three business day penod following such termination of
employment 1o assign its rights under this agregment to any enuty with which
such senior professionals become employed.

We are pleased to accept this engagement and look forward to working with the
Company. Please confirm that the foregoing is in accordance with your understanding by
signing and retuming to us the enclosed duplicate of this letter, which shail thereupon ™
constitute a binding agreement between DrEW and the Company.

Verv truly yours,

DRESDNER KLEINWORT WASSERSTEIN. INC.

7

. o
r s .
Name: Henry S Miller
Title, Ve Cheirman and Managing Director

Accepted and Agreed Lo

KNART CORPORATION
By: s e
~Name: J p—e )

Title: Chetrres—



INDEMNIFICATION PROVISIONS

{0 connection with the engagement of Dresdner Kleinwort Wasserstein, Inc. {"DeKW") as finaneial advisor 1o
Kman Corporation (the "Company'). the Company hereby agrecs to indemaify and hold harmless DrKW and s
affiliates. their respective directors. officers. agents. employees and controlling persans, and sach of their respeciive
succassors and assigns {collectively. the "indemnified persons”). to the full extent lawful, from and against all
losses, claims. damages. liabilities and expenses incurred by them which (A) are refated to or arise out of (i) actions
ar alleged actions taken or omined to be taken (including any untrue statements made or any statements amitied @
be made) by the Company or (if) actions or aileged actions taken or omutted to be taken by an indemnified person
with the Company's consent or in conformity with the Company's actions or omussions or {B) are otherwise related
1o or arse out of DrKW's achivities under DrKW's engagement. The Company will not be responsible, however, for
anv losses, claims, damages. liabilities or expenscs pursuant to clause (B) of the praceding sentence which are
finally judicially determined 10 have resulted primarily from the gross neeligence of wiltful miscondust of the
person secking indemnification hersunder,

Afier receipt by an indemnified person of notice of any complaint or the commencament of any action or proceeding
with respect to which indemnification is being sought hereunder, such person will noufy the Company in writng of
such complaing or of the commencement of such action or proceeding, but failure 50 to notify the Company will
relieve the Company from any liability which the Company may have hereunder oaly if. and to the exien: that such
failure results in the forfaitura by the Company of substantial rights and defenses, and will not 1n any event relieve
the Company from any other obliganon or liability that the Company may have 10 any indemnified person otharvwise
than under these indemnification provisions, If the Company $0 ¢lects or is requested by such indemaified person.
the Company will assume the defense of such action of proceeding. including the employment of counsel rezsonably
sausfactory to DTKW and the payment of the fees and disbursements of such counsel. In the event. however, such
indemratied person reasonably detarmines in s judgment that having common ¢ounsel would present such counsel
with o conflict of inwerest or if the defendants in. or tareets of. any such action or procesding include both an
indemnificd person and the Company. and such indemaified person reasonably concludes that there may be legal
dafenses available to it or other indemnified persons that are different from or in addition to those availatle to the
Company, or if the Company fails to assume the defense of the action or proceeding or to employ counsel
reasonably sansfactory to such indemmnufied person, in either case in a timely manner. then such indemnified person
mav employ separate counsei to represent or defend it tn any such action or procesding 2nd the Company will pay
the fecs and dishursements of such counsel: provided. however, that the Company will not be required to pay the
faas and disbursements of more than one sepasate counsel (in addizion to local counsel) for all indemnified persons
i any jurisdiction in any sitigle action or proceeding, In any action or procesding the defense of which the
Cormpary assumes, the indemnified person will have the nght to participate in such litigation and to retzin is own
counsel at such indemnified person's own expense. The Company further agress that it will not, without the prior
wrinen consent of DKW, semls or comptomise or consent w0 the entry of any judgement in any pending or
(nrearened claim. action. swit of proceeding in respect of which indemnification or contribution may o< sought
kereunasr (whether or not DKW or any other indemnificd person is an actual or potennal party 1o such claim,
sction. suit or proceeding) unless such sertlement. compromise or consent includes a similar refease of DrEW and
sach ooner indemnified person hereunder from zll liability ansing out of such claim. action. swit or procesding.

The Company agress that if any indemnification sought by an indemnified person pursuant to these indemnification
provisions is held by a court to be unavailable for any reason other than as spacificd in the second sentence of the
firs: peragraph of these indemnification provisions, then {whether or not DrKW is the indemnified persan). the
Company and DrEW will conmibute to the losses, claims. damages, liabilisies and expenses for which such
iademmification is held unavailable (i) 1n such proporuon as is appropriate [o reflect the relative benefits to the
Company, on the one hand. and DrEW, on the othes hand, in connecrion with DrKW's engagement referred to
abase. or (i1 1f the aliocation provided by clause {i) above is not permitted by applicable law. in such proporuon as
is appropriate to reflect not only the relative benefits referred to in clause (i), but also the relative fauit of the
Company, on the one hand, and DrE W, on the ather hand. as well as any other relevant equitable consideranons;
provided however, thar in any evant the aggregate contribution of all indemmifisd persons. including DrieW, 1o all
10sses. cl2ims. damages. liabilities and expenses with respect W which conuibution is available hercunder will not
ercees the amount of fees acrually received by DiKW from the Company pursuant to DeRW's engagement refemred
to 2bove. 1t 15 hereby agreed that for purposes of this paragraph, the relative benefits to the Company, on the one



hand. and DrKW, on the other hand. with respect t0 DtKW's engagement shall be decmed to be in the same
proportion as (i) the ol value paid or proposed (© be paid or received by the Company or the Company's
stockholders, claims holders or contract partics. as the casc may be. pursuant 1w the transaction. whether or not
consummated, for which DrEW is engaged to render financial advisory services. bears to (i) the fee paid or
proposed to be paid to DrtKW in connection with such engagement. It is agreed thar it would nor be just and
equitable if contnbution pursuant to this paragraph were determined by pro rata allecation or by any other method
which does not rake into account the considerations refeered 10 in this paragraph.

The Company further agrees that it will promply reimburse DrKW and any other indemnified person hersunder for
all reasonable expenses (including reasonable fees and disbursements of counsel) ag thay are incurted by DKW ar
such, other indemnified person in connection with investigating. preparing for or defending, any pending or
threatened action. claim, suit or proceeding in.respect of which indemnification or conwibunion may be sought
heceunder (whether or not DfKW or any other indemnified person is a party) and in enforcing these indemnification
provisions.

The Company's indemnity, contribution. reimbursement and other obligations under these indemnificarion
provisions shall be in addition to any liability thac the Company may otherwise have, at common law or otherwise,
and shall be tinding on the Company's stccessors and assigns.

Soleiv for purposes of enforcing these indemmification previsions. the Company hereby consemts to personal
jurtsdiction, service and venue in any cowt 10 which any claim or procesding which is subject to, ar which may give
ris® 10 a claim for :ndemnification of contribution under, these indemnification provisions is brought agzinst DIKW
or 2oy ather indemnified person.

These indemnifications provisions shall apply to the above-mentioned éngagement. activities relating 1w the
sngagement ocowming prior to the date hercof, and any subsequent modification ¢of or amendment to §uch
enzazement. and shall remain in full force and effect following the completion or teemunzucn of DrEW's
engagement.
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Summary of Fees Requested

QOutstanding
Holdback
Fees Earned Fees Paid Amount
First Interim Period
January 22, 2002, through April 30, 2002
Three Monthly Fees $675,000.00 $675,000.47 ($047)
Second Interim Period
May 1, 2002, through August 31, 2002
Four Monthly Fees 900,000.00 810,000.00 90,000.00
Third Interim Period
September 1, 2002, through December 31, 2002
Four Manth]y Fees 900,000.00 810,000.00 20,000.00
Fourth Interim Period
January 1, 2003, through May 6, 2003
Monthly Fees' 943,548.39 849,193.55 94,354 .84
Transaction Fee (net)z 0,936,088.71 8,942,479 84 993,608.87
Total $13,354,637.10 $12,086,673.86 $1,267,963.24
Less: Expense Credit (58,988.86)
Net Holdback Amount Due $1,208,974.38

1 Equals four monthly financial advisory fees for January 2003 through April 2003 plus $43,548.39
representing the pro rata portion of the May 2003 monthly financial advisory fee earned through May

6, 2003.

2 Equals the $12,500,000.00 Transaction Fee minus $2,563,911.29 (which represents the 75% credit

related to all monthly financial advisory fees).

21535467v2
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Miller Buckfire Lewis Ying & Co. [LC

Dreadner Kleinwort Wasserstein, Inc,

Summary of Time Records By Professional

Fourth Interim Period - January 1, 2003, through May 6, 2003

Professional

Henry 8. Miller

Derex Walker

Morgan Suckow

Kenneth Tuchman

leff Cohen

David Randell
Robert Miller
James Shillito

Other Professionals’

Total

Title

Chairman and
Managing Director

Principal

Associate

Vice Chairman and
Managing Director

Managing Director
Director
Vice President

Associate

1 Represents time spent by Lee Siegel and Geoffrey Duncombe.

215354672

Hours
Worked

370.20

75375
1,052.65

27.30

47.00
91.80
330.00
14.00
187.90

3,074.60



Summary of Time Records By Professional

Final Period - January 22, 2002, through May 6, 2003

Hours
Professional Title Worked
Miller Buckfire Lewis Ying & Co., LLC
Henry 8. Miller Chairman and 976.20
Managing Director '
Derex Walker Principal 2,608.50
Morgan Suckow Associate 2,726.40
Dresdner Kleinwort Wasserstein, [nc.
Kenneth Tuchman Vice Chaitman and 179.70
Managing Director '
Jeff Cohen Managing Director 183.40
Kathleen Kress Managing Director 479.70
David Randell Director 356.70
Robert Miller Vice President 2.898.50
Roopesh Shah? Vice President 179.30
- James Shillito Associate 751.00
Other Professionals’ 2,340.40
Total 13,779.80

2 Roopesh Shah has since become an employee of MBLY.

3 Represents time spent by the following professionals, certain of whom are no longer employed by
MBLY or DrKW: Martin Lewis, Alex Greene, Andrew Schupak, Chris Davino, Lee Siegel, Jordan
Bernstein, Lloyd Sprung, Geoffrey Duncombe and Jonathan Meltzer.

2
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Summary of Time Records By Project Code

Fourth Interim Period - January 1, 2003, through May 6, 2003

1 Case Administration/General 8.00
2 Retention Issues 52.00
3 Travel to, from and on behalf of Debtors 197.50
5 Creditor Conlacts 84.60
6 Business Plan & Strategy/Restructuring Plan 1,353.00
7 Officer and Director Issues 90.60
10 Financing 847.30
12 Expert Testimony 441,60
Total 3,074.60

21536467v2



Project Code
1

2
3

10
11
12

Total

21535467v2

Summary of Time Records By Project Code

Final Period ~ January 22, 2002, through May 6, 2003

Description
Case Administration/General

Retention Issues

Travel to, from and on behalf of Debtors
Sale Process

Creditor Contacts

Business Plan & Strategy/Restructuring Plan
Officer and Director [ssues

Employee Severance and Retention
Financing

Due Diligence

Expert Testimony

Hours
Worked

260.80
189.80
1,465.80
308.10
850.80
7,884.20
337.90
9.00
1,550.60
435.30

487.50

13,779.80




Data Hours
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Conf ¢all with Debevoize & Plimpton, counsel to DKW, re DrikW rasponse 10 US Trustee Qbjection to
ratentlon: review of revised documents; comments on Skadden's response to same Qbjection

Intermal meating ra: arder

Conf call Eric lvastor re Judge's ruling in DrkW retention application, required modifications

Gonf call with Messrs Wlles and Hahn of Debevoise & Plimpton re possibla modifications to
angagemant lottar

Conf call with Messrs Wiles and Hahn of Debevoise & Plimpton re modifications to DrkW engagemant
lottar

Conf call with Massts Wiles and Hahn of Debevaise & Plimpton re modifications to DrkW engagemant
lattar

Conf call with Massrs Wiles and Hahn of Debevoize & Flimpton, re revisions to DrkW angagemant
agresmant as per Judge Sonderby's order

Conf call Eri¢ lvester and Mark McDermot{SASM&F), Mike Wiles{Debevaise) re amended DrkW
retention application, final revigions prior to filing

Conference call w/ Richard Hahn and Mlke Wiles: re: trustes's objection

Confarence call w/ Butlar, Ivastor, Tchen, and McDermott from SASME&F and Hahn and Wilas from
Pebevoisa re: reply to trustee's objection

Coni call with Messrs Butler, Ivestor, McDermott and Ms Tohen{SASMA&F), Messrs Whas and
Hahn{Debavaoise & Plimpton) re US Trustes's Objection to DrkKW retentlon, praparation of Debtors'
response tharato, form of proposad order, affldavit of Bon Hutchlson, services provided by DrkW since
petition date(hours worked, number of professionals employad, spacific projects)

Recelvad briefing on the situation; prepared for trip to the company tha next moming

Travel to the company

Began getting up to spaad on situation; met with rmanagement and ¢ther advizors

Flaw home in the evening

Ravigwed ligquldity analyses prior to Board meeting

Attanded Board meeting; multipla meetings at Skadden

Internal meeting plus conterence call with outzide counsel re issuss of DKW retentlon; discussion re
Comdlsco Hearlng on retention of financial advisors

Travel to and from the company

Miscallanecus work / meetings with managament getting up to spead on the situation

Mesting with Ron and Janet 1o discuss process, key dates, stc.

Mizceltaneous due diligence / mestings with managament

Travel to and from the company

Intemal meeting re due diligence updats: cash bum; usage of DIP facility; cost cunitrols

Internal strategy meeting

Travel from Detroit to NYG

Flew home

Mealing with Ron Huchingon to discuss store closing methodology, addlitlonal meetings; raviewad store
closing analysis

Reviewst Board book pertaining to store closing analysis

Internal organizational meeting; conference call with Skadden

Attendance at Kmart Board meeting re store closing analysis and llgensing agreament decisions
Pre-mesting at SASMA&F among Debtors{Conaway, MacDonald, Kelly Hutchizan), SASMAF(Butler,
Ivestor, Durrar), E&Y(Schwab) re materials to be presented o offlclal committees

Attandance at joint meating of both official committsas

Follow-up meeting with co-heads and counsal to Official Commites of Unsecured Credilors re process,
coordination of sfforts with Committea, managemeant roles and responsibilities, KERP plan

3 tc's ra Cohen mestings at Debtors' offices; follow-ups with CEQ re business plan matters and dug
diligence

Travel to the company

Met with managernant to learn more about the current situation, changes being implemantad, stc.
Conf calls re Kmart Q4 results for testimony re extension of time 1o assume or rejact unexpired real
property leases

Gonfarence call involving Messra Koch, Hutchison, Kelley and Gluck (Kmart}, lvester, Durrer and
Heistandt {Skadden), Schwab and Walsz (E&Y), re status of filings for March 25 and April 15,
preparation for Board meeting April @, praparation for Joint Gommittes meeting on April 10, praparation
for Exclusivity Hearing on April 24, timing and preparation for Sec. 341 maeting, timing for assumption
ar rejection of remaining licensing agreements, update on Penske Autg Centers

Mesting with Julian Day; store tours

Travel to and trom the Company

Conf call among Debtors(Hutchison, Gluck), Skadden(lvester, Heistandt, Durrar), EZY(Gweip) re
prasantation to joint committee meeting 4A10; praparation for Omnlbus Hearing 4/24; statuts of 2002
oparating budget; update on stare closing sales; discusslons with Penske
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09/13/2002
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081972002

Mesting with Jullan Day to discuss the business in general, store closing analysis, and other ralated

Meating with David Sweig to discuss licensing opportunities and general buslness |ssues

Meastings with both offlclal creditors committess at SASME&F, presentation to joint session; meetings
with Kmart management(Messrs Adamson, Day, Koch, Hutchison, Stanger), E&Y (Weisz),
SASMEF(Butler, Durrer et al); statusfissues for Omnibus Hearing April 23 and 24

Conf catl Messrs Koch, Stanger, Hutchison, Ms Kelley and Glock, Megsrs lvester, Durrer re operating
plan developmant, 10- k filing, review of additional licensing agreaments, meeting with management

Reviewed and provided comments an draft strategy sesslon / supercentar analysis

Intarnal mestings to discuss supporting analysis pertalining to the 2002 hudget
Waekly conf call amang Kmar{Koch, Hutchison, Kellay, Lecnard), SASM&F(Ivester, Heistand, Durrer)
ra praparation for meatings week of May 13(Board, Joint Committess, Vendurs, Fes Review), 2002

Reviewad supercenter analysis; provided cormmants on store |evel/lease analysis

Reviewsd analysis of proposed amendment to Kmart's existing relationship with ¢ne of its vendors
Conference call w/ Kmart (Koch and Hutchison) and Skadden (Butler) re: request for store-level data
4 tc re supply agreement, June 17 Strategy session, store P&L information

Conf call Agnes Levy(JPMChase), Mike Policano and Ed Ordway{P&M), Al Koch and Ron
Hulchison{KM) re discussion of detailed store level data to support 2002 Budget/Oparating Plan
Review of presentational materials for Qrganizational Meeting of Official Committee of Equityholdars,

Weekly conf call amang Kmart (Koch, Hutghlzon, Kelley, Gluck); SASMEF(lvestar, Durrer) re review of
presantations to Equity Committea and Joint Committee; discussion of open real state matters; update
on lleensing agresments; report on discussions with Penske replacement

Dizcussed / raviewed analysls of budget and seloct contracts under raview by Kmart management
Dlscussion / raviaw of sslect contracts being reviewed by Kmart management

Raview of information requaest by Financial Institutions Committee re store level data
Reviewed / submitted commaents on lettar 1o creditor committes re: store level data

Praparation for (and particlpation in) conference calf with Jack B., Ron H. and Al K,

Reaviswed current store level analysis, analysls on centaln contracts, stc.

Reviewed preliminary store levat analysls as summarized in the strategy session book

Intemal meating ra praparation of materials for strategy meaeting on 7/28 In Detrolt, mesting with

Reviewed and provided comments on food sectlon of strategy session book
Reviewed draft of strategy session book ahead of internal conference call

Strategy session in Detroit invelving Kmart{Adamson,Day, Koch, Hutchisen, Kellay), Skaddsn
Ams{Buller, Heistand) ra store basa performanca, liquidity and trade cradit, development of long-term
busziness plan, axit strategy planning, relatlonshlp with statutary committoes

Meeting at MBLCo. with Edward Lampert and Bill Crowley of ESLinvestments re status, timetable for

Reviawed store level stratifications, provided carmrments on real estate summary
Reviewed tarmplate for summarzing store level data (especially as 5Cs are concerned)

Meeting at SASMAF with Ron Hutchison(KMart), Jack Butler and Eric Ivester{SASMA&F), Edward
Lampert and Bill Crowley(ESL Capital)and Scott Charles{Wachisll Lipton) re confldentlality agresment;

Hours  Fro] Description
2.5 6
loples
4.5 7 Attendance at Board Maeting
1.0 6
8.0 5
1.2 1
and advigors for Businasz Plan formulation
1.3 6 Masting to discugs proposal
20 8
1.0 B Reviewed presentation for strategy session
1.7 -]
1.3 B
Opearating Budget, 10 K filing update
1.2 B Reviewsd DrKW's Intemal analysis of wholesaler comparison
2.0 6
2.0 B Ongoing review of the 2002 budget
1.0 &
1.0 B
0.8 &
0.7 5
1.2 5
plus commeants thareon
1.3 &
27 6
1.0 6
0.2 5 Discussion re stora level data for Financial Institutions Committes
0.3 5
1.0 6
0.4 5 Ravisions to responsae |etter to Financial Institutions Committes
2.0 6
1.5 -]
1.0 ]
1.0 6
Financial Institutions Committes on 7/30 in Detroit
1.5 & Reviewed new draft of the strategy session book
1.3 -]
1.0 6
1.5 -] Conterence call to discuss strategy sosslon, review presentation
4.0 3 Flaw to Kmart
40 3 Flew back to NYG
5.0 6
2.0 &
emergence, key operating and financial issues, next steps
0.8 <] Update on store leval analysis
10 10  Reviewed DIF prasentation
0.5 <]
1.0 &
1.0 <] Raviewed July operating results
1.0 8 Frovided comments on supercentar analysis
20 B Frovided comments on supercenter analysis/presentation
2.8 L]
potential to join Financial Institutions CGommittae, bondholder issues
0.8 & Internal maeeting to discuss store rationalization
1.0 B Intermal ¢all o discuss store level analysis / business plan
0.7 B

Conf call re business plan developmant; preparation of timetable/work plan for maeting 8/27
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Reviewed agenda for Monday morning kick-off mesting with store ops senlor managament
Reviewad proposed store level files to be distributed to the creditors' advisars

Discussed suparcanter sale stratagy

Meating at Skadden with Jim Adamson, Julian Day, Al Koch, Ron Hulichison, Janet Kelley(Kmart), Jack
Butler and Eric tvester{SASMA&F) re axit strategy; timetable; development of business plan; bondhalder
izELas

Raviswed praliminary supercenter closing prasentation/analysis

Reviewed updated supercenter closing analysis

Canf call Adamsan, Day, Koch, Kelley, Hutchison, Gooch re etore bage analysis, business plan
developmant

Internal discussion of sture closing analysis/methodology

Store closing maeating

Store ¢losing analysls raview/discusslon

Traval to and from Kmart; store of the future visit; internal meeting to discuss store clusing analysis;
lunch with Julian Day

Discuszion of valuation/comparable companies

Store closing update, raview of presentation made to Julian Day

Conf call with potantial investor re preparation for meeting with Messrs Adamson and Day 11/21 re
invastment in Kmart

Store ¢losing discussion; roview of supercenter anatysis/strategy

Meeting with Jim Adarnson and Jutian Day(Kmart) with potential investor In reorganized Kmart
Discusslon of potential buyers and strategy for contacting them

Maeeting to discuss current state of case, outstanding itarms, business plan review, stora closing review,
atc.

Intemal meeting re Business Plan and Exit Strategy; Liguldity and Exlt Financing; POR Term Sheat;
Invastor Contacts; recant flnanclal results; Board meeting agenda

Conf call Eric lvester, BASME&F, re critical issues; Board call 11/26; POR Tarm Sheet; Exit Financing
ofering memorandum

Store leval discussion and review of current scenarios

Conf call Adamson, Day, Koch, Hutchison, Gooch(Kmart), Heistand{SASM&F)re review of & year
Business Plan{including stratagic assumptions as revised), revised store closing analysis, Fleming
Agreement

e re meeting with Linsecured Creditors Committee regarding plan issuas

Work on preparing potential investor list, discussion of stara level analysls

Discussed potential Investors list with Internal DrkW bankers to prepare to make calls

iz re preparation of materials for Board mesting

Revigwed store ¢losing prasantation for Board

Reviewad store closing presentation

Internal meeting re review of matarials to be prasentad to Board

Attendance at Board maeting

Meeting with Julian Day, Krmart, ra exit strategios, eritical conflrmation Issues, Supark resolution
Reviewad stores baeing closed in business plan sensitivity scenario

Discussed valuation and placed calls to potentlal strateglc investors

Discussed currant store closing status, valuation issues

Store closing update/discusslon

Raviewed currant presentations/analyzes for the 1/13 Board meeting (e.9., valuation, store closing)
2tc re valuation issues; holiday results; Valuatlon Committae discusslon prior to formal disclosure;
revised Busingss Plan

Reviewed valuation analysis, recelvad update on status of case/analysis

Reviewed valuation analysis and provided comments on presentation

Discussed store closing analysls

Valuation Committee mesting to review draft valuation for POR

Conf call Butlar(SASM&F), Hutehlson{Kmart) re discussion of proposed valuation materials for Kmart
Board meeting 1/13

Reviewed store closing analysls, updated valuation book

Raviawad storae closing and valuation analyses

Attandance at kmart Board meeting

Intamal masting bafora Board meeting to raview DrKW/MBL prasentations

Reviewed contacts with potential Investors

Internal maeting to discugs status of case (valuation analysis for cog, store clasing, ate.)

Call to discuss potantlal interested invaestors

Reviewed POR valuation section

Call to discuss rent congessions/store closings

Internal call fo discuss status of case, storg closing update

Internal gall 10 discuss presentations, POR, store closing
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Reviewed valuation saction in POR
tc re confimmation hearing lssues; valuation discussion; strategic options: Fleming

Intarnal call to discuss FBGC issues

Internal meeting re preparation for Gonfirmation Hearlng

Internal meating re development of valuatlons by individual entity for “Kmarts of'subsidiaries for
putposes of confirmation hearing

Call to discuss Kmart ofs, business plan, valuation review, status of case, e,

Attendance at Confimnation Hearlng, day 2

Travel to and from Chicage for day 2 of confirmation hearing

Due Diligence at Company

Intemal meating re status; DIP flnanging projections

Interna) mesting via tolaphona

3 tcs re mestings at Gompany; development of interim workplan; set up cont call with Debtors

Conf call Ron Hutchison and Janat Kelly with DrKW re stare ¢losing analysis; completion of analysis for
DIP landers and scheduling of meatings with DIP lenders and possibly ratings agencies; development
of exit strategy; liaison with other professionals; attendance at organization maeting tor creditors
committea

Travel to Troy, Ml from NYGC

Talaphone cells with liguitiators regarding borrowing base calculations, analysis of borrowing bage
tarms

Intarnal maatingicontarence call ra store closing analysis and timetable; workplan

tc re status of store closings analysis; revisions to projections

Travel from company

Internal meeting te dus diligence update; cash burn; usage of DIP facility; cost controls

Internal meeting via telephone re: status of case

Irternal maeting re DIP{completion of projections, negotiation of borrowing base, covenants, availability,
rating agency presentations), inventory issuss, vendor negetiations( re shipping and credit terms, out of
stock situation, variance between actual and perpetual systam), store ¢losing analysis, meelings and
naxt steps

Intemal mesting re DIP(completion of projoctions, negotiation of horrowing baze, covenants, availability,
rating agency presentations), Inventory issuas, vender negotiations( re shipping and credit terms, out of
stock situation, variance between actual and perpetual system), store closing analysis, mestings and
next steps

T/ wf Sean Cunningham re: dus dilligence

Internal meeting re; status of case

imternal meeting via talephone re: status of case

Freparation for jolnt meating of creditors

Jolnt Mesting of Creditars in NYC

Traveal from Detroit to NYC

Maeting with Aen Huchingon to discuss store closing methodology; additional meetings; raviewed store
closing analysis

Intarna! meeting via telephons re: status of case

Gonf call with Eric lvestor re status; discusslons with Creditors Committees re retention and executive
gompensation; proparation for Creditor and Board meetings week of 2/25; status of DrkW work re store
closing analysis, analysis of executory contracts

Dinner mesting with Messrs Adamson and Hutchison re Board of Directors meeting aganda, issues,
store cloging analysis; licensing agreements{negotiations with licensors); KERP plan discussicns with
Creditors Gommittaes: dus diligence progess for official committees; strategic direction

Meeting ra; Update on Case

Attendance at mart Board meating re store closing analysls and licensing agraernsnt declsions

Conf call Ron Hutchizon re praparation for Court hearing 3/8; for discussions with Official Committees
re store closings and 2002 revised business/operating plan

to Ed Ordway, FTI/Policans & Manzo, 1o status, meeting of principals schaduled 4/4, cutstanding
issLes

attended internal meetings regarding workplan, Initial store clasing analysis; compiled warking group list
conductad same-store sales analysls for post-bankruptey comparable companies

Monitored rews, researched Company financials

Praduced public information summary about Company, monitored market knowledge about potential
Company bankruptey

Continuad learning about company and compiling relevant documents in praparation for and support of
due diligence efforts

Continusd to monitor news events and compile contacts for warking group list

travaled NY-Datrait
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Dd/aa2002

Q22872002
ra/2002
030172002
o300t

o3/01/2002

Q02002
Tyl
03/0372002
/2002
03/04/2002
O34/2002
QAAE2002
0306200
QUDR/2002
030772002
QFOR2002
037082002
Par172002
Qi eie002
03152002

Haurs

13.5
11.5

2.0
11.0
10.0
12.0
4.0
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Compiled historical data for Navigator | store-by-store model
Continued building navigator | analysis and transferring raw data from Company to our madsl
Internal meeting on stare clasing analysis; continued work on devaloping / summarizing store closing
model / results

Meeting with Ron angd Janat to discuss procass, key dates, stc.

dus dliigence re: DIP projections and barrowing baze

Review and analysis of DIP projections

Continued work on DIP analysis

Travel Det-NY

produced store-by-store summaries for entire store base Including summaries by store type, reglon,
division, distribution ¢enter and market survey area

Calculated pro forma analysls re: martha stewart sales figures

gontinued store-by-stare modeling and producad multiple summaries

finalized various store-hy-stora analyses in preparalion for meeting with Hon Hutchison

Praparad book for mesting with Ron Hutchison

Meating with Ron to discuss store closing methodolagy; continued wark on store laval modal /
stratification analysis

Travel from NY to Detroit

met with real estate market strategy team at Gompany to discuss stora ¢losure process, continued
storo laval analysis including stratlfication

Workat on store level strafification

mat with REM$ tearn in continued discussion re; store closura, ongoing store closure analysis
Travel Det-NY

prepared summary of projected capital expenditures on a store-by-storo basis

Continued reviewing stores with management; worked on Board / eraditor book pertaining to the store
¢loging analysis

Travel NY-Dat

prepared various summaries for the board presantation Including wal-man impact and pro forma income
information

store ¢losing analysis, preparation for bogrd presentation

obtalined Infermation regarding CapEx details on a store-by-store basts, continued pro forma analysis
on store closures

travel Det-NY

helpad management prepare board book

Froduced GapEx summary by store

Travel Dat-NY

Created craditor reguast log and began detailed record-keaping of files and requests provided for
craditors' advigors

continued store ¢losing analysis

preparad for meeting with ¢reditore’ advisors including compltation and review of all relevant documents
and analyses to data

prepared detailad fila regarding cur communication with the committess advisors including alt of their
data requests and date we provided any infarmation

Travel NY-Det

meeting with creditors' advisors to get them up to speed on what we have done up to this point
Travel Det-NY

Meeting with McDonald, Hutchison, Ravas, Moreland, and E&Y to discuss reconciliation of DIP
projections

Prepared and provided records, analyses and other documents to committee advisors regarding ail
worl to date

meeting with REMS group to discuss finalization of Initial store closures

updated craditor 109

Continuad 1o provide doguments to committee advisors, stratifled data for stores to be closed
Produced stratification summaries, provided data 1o croditors, updated baard book

Maeting with KPMG, DKW, and Kelly Ross to discuss clarification on cost allocations

Travael NY-Det

continued wark on board book and siratlfications, provided data to creditors

liquidation / GOB process maating with M. Gluck and both comimities advisors

finalized initial store closings, board book and stratifications, updated creditor log

fielged creditors questions, provided documents, updated credltor log and finalized initial store closures
Completion of miscellansous stare level work ralated 1o the initial 284 stores ta be ¢losed

travel back to NY

Miscellaneous organizational items

Continued to provide the creditors’ advisors with their data requests

Edited stora-by-stere modal



Dats Hours
oanaRa0: 5.0
gIneEzoee 25
panamolz 0.0
U2m2002 30
oxmomo02 2.0
03202002 2.0
pAEA2002 8.0
D/26/2002 3.0
oaER00z 2.
047042002 2 5
D4/ME2002 .0
0002 B
0/9/2002 8.0
o002 g
wmEe: 9.0
w2202 gq
odnsiEoz g0
4172002 g
GIRLT-Io - R
0ano2002 .0
vz 30
DARE2002 3.0
BALE200Z B0
/272002 g0
vdzTIIOOR  B5
05012002 4.0
050V20Z 4.
08/M0N/2002 1.5
DS/01/2002 4.0
DE/O/2002
0s/oazonz - .0
0S0E2002 1RO
o0R2002 {40
oSO 10.0
oElQ2002 1.3
aEA@a002  10.0
0502002 0.9
osAxant2 12,0
051472002 40,0
oMRNE00Z 0.8
05242002 p g
05242002 3.0
062472002 Q.5
OE/2872002 3.0
osizeEogr 45
06172002 1.3
0602002 5.0
0B/04/2002 g0
0672002 7.0
oszOz 7.0
0E2I002 30
omIR002 4.0
42002 5.0
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Miscellaneous organizational itams

updated and circulated working group list

edited store level modal,

researched retailers with footwear partnerships

updatad working group list

Edited creditor currespondence log and third party interest log

Produced summary of the stores which were initially reviewed for closure

Edited store level model, produced summary for stores to give committes advisors

updated intarnal craditor log; updatad and published WGL to intralinks, produced updated stratification
summary for distribution to craditors advisors

Completed and sent comp. store sales performance of comparable retailers post filing to Julian
Conf call among Debtors(Hutchisan, Gluck), Skadden(Ivestar, Helstandt, Durrer), E&Y(Sweig) re
prasentation to joint committee meeting 4/10; preparation for Omnibug Hearing 4/24; statuts of 2002
operating budget; update on store closing sales; discussions with Panske

hegan construction of updated store-by-store model

worked on store-hy-store model

store-by-store modeling ‘

worked ch store-by-store maded, updated creditor log and working group list

participated in weekly restructuring call, continued store-level modaling,

workad In Intralinks, built pro-forma store model

produced dynamic summaries for store base groups by MSA, distribution center and store-by-store
updated waorking group list and creditor correspondance log

continued work on stora-laval pro forma model, partigipated In morning conference call

produced summary financials for store base

updated working group list and craditor log

Edited store-level modets

Updated stratifications to include bubble store classiication and distribution summaries

producad store-level summaries and updated modaf

Travel to Datrait

Travel Det-NY

meat with creditors to discuss bubble stares, curtis-mathes

mastings to discuss store rationalization, review analysis

Conf call among Kmart{Hutchison, Ketlay, sl.al), Skadden(lvester, Heistand et al) re preparation for
May 9 Hearing, status of 2002 Opearating Budgeat, preparation for Board armd Committes meetings,
update oh consignment issues, discussion of rent renagotiation efforts, status report on licensing
agreamants, discussion of agenda for off-site strategy meating

Resoarched bubble stora date, worked on strategy session materialg

Worked on pro-forma store-level modal, created strategy sassion book

Worked on strategy session book, comparabte bankruptcies pages, and store-hy-store model
Edited stratagy book, researched store base, updated creditor log and working group list

Weekly conf call among Kmart(Koch, Hutchigon, Ketlay, Leonard), SASM&F(lvester, Heistand, Durrer)
re preparation for meetings week of May 13{Board, Joint Committees, Vendoers, Fae Review), 2002
Operating Budget, 10 K filing updata

Analyzis of total advertising spend vs total salas as well as comp storé sales, continued summaries of
store base

Imtarnal maating re 2002 Oparating Plan

Froduced store-by-storae rollups by metro market and store type

Prepared supercentsr analysis, and summaries by DG and MSA

Weskly Advisors Confarance Call

gonference call to discuss 3 malan properties

prepared analysis of 10 remalning malan properties

Conference call w/ Wexler, Gluck, Smith, and Hutchison re: real proparty leases for stores in Chicago,
Rockford, and Springfield

integrated store-by-store model to include 1st quarter agctual rasults

prepared analysis of storas with pending lease renswal

Weekly restructuring call w/ Skadden (Hiestand, Durrer, Wexler) abd Krart (Kock, Kelley, Hutchison,
Gluck, Morrow)

Produgad summary of supercenter and ITB information

Produced stratification and summary of bottom 25% of stores on EBITDAR basis, revamped
store-by-store model

Madified store level modal for 1st quarter data

Reviewed upcoming leases, analyzed store base

Prepared summary of stores with upcoming lease ranewals

Travel NY-Dat

Prepared list of potential supercenter case study storeg
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Lease renewal maeting with Kmart management; miscellanecus other meastings

Travel Dat-NY

Updated stora base model to include May YTD data

Analyzed upcoming lease renewal stores

Modified stora leval model details

Evaluation and Ravlew of store base

Created Store baze summariesz

Gatherad data and began construction of new stare model

continued avaluation of poor performing locations

store level model / bagan praparing ideas for strategy session book

prepared distribution analysis and edited store modal

praparad rollups by store type and Iocations

internal work on strategy session book

intarnal work on strategy session book

Travel to Det

data gathering for stora level summaries, prapared pages for strategy session book
prepared materials for strategy meeting, prepared additional analyses on distribution and store typs
prepared analysis for store base, edited mods! and continued processing pages for strategy
presantation

Internal meeting re preparation of materials for strategy meesting on 7/29 In Detrolt, meetlng with
Financial Institutions Committee on 7/30 In Detrolt

Lease renawal meaeting with Rockwood and Kmart Real Estate Flnance Team

Traval back to NY

work on stratagy sesslon book

continued making papges and editing strategy session book

conferance call regarding strategy maating, edited, print and bound strategy session prasentation
prepared stratification summaries for statutory committees

Meat with Mark Cannard ragarding store data

produced new stratifications based on June LTM data to give to committees

creatad new store level madel

store level modsling

store level modaling

store level modsling

meating with don germano and keith calcagno to discuss food distribution

mesting with tad stenger and kmart's blualight staff to prepare for meeting

worked on pro forma store by store modsl

travel ny-dat

reviewed agreement with global sports and kmar

magling 1o digcuss e-commerce agreamant

mesting with creditors committess and rockwood to dissuss outlots and vacant propsriles
Meatinga with distribution and transportation team at Kmart to discuss operations, dus diligence on
lngistics aparatlons

Continued due diligance with distrlbution personnel

updated and medified flash report modal

Travel

Reviewed and analyzed distribution modsling done by company

continuad working through transportation materials

Created new tomplata for revlewing stores, reviewsd stores with upcoming leases
lIpdated store modal for focd/SC discussion on tuesday

Created store printout template

Edited Food/3C book for Tuesday's mesting

Reviewed store level PALs and various g-commerce documeants

Created dynamle pro forma supercentar model

Meeting with Maessrs. Koch, Stenger, Day, Gooch to discuss store analysis

Maodifisd supsrcanter madel tor Julian Day

Traval NY-Det

Travel Det-NY

Meeating with Steve Pokorny to discuss access to Essbaze

Raviewed QS financials

Phone calls to varlous partles attampting to track down variable allocation methods
Created template for store data to be given to commitiees

Lipdated working group list, produced store-hy-store modsl to evaluate performance gaographically,
produced prellminary templala for committae store data distribution

internal measting re Superk store analysis; Fleming status; next staps




Date Hours Pro| Description

danwo0r 120 1] Studied variable allocations, continued store level modeling, reviewed GS| documents

aorii/2a02 - gp § Reviewed store base parformance in certain regions

tanazo0z 4.0 3 Travel NY-Det

0sn22002 - 2.0 [} Lease renewal maeeting to discuss stores with options coming dus in 2002

osnzzonz 1§ & Real Estate strategy meeting ta discuss roles of each advisor, warkplan golng forward

=Tkl B I ] put together sales and margins list in anticipation of breaking down the elemeants of gross margin

oanzfan2 2.0 8 Lease Renswal Meating

081372002 7.0 6 meeting with stave pokarny re: store lavel detall; reconciliation between real estate and finance data

fen3ac2 0.3 -] intarnal meeting to discuss store rationalization

oariaon2 .7 [ Gond call ra business plan development; preparation of timetable/wark plan for mesting 9/27

owzfon 100 6 prepared store lavel sconarios for mestings this week at the company

0of2a2002 4.0 3 traval NY-Dat

oarziRon:  10.0 6 assessed varivus aspects of store base, prepared template for store scanarioes, did store rollups by
advertising market, state and MSA bifurcated by bigK and superk

eazazonz - {20 & gathered P&L data for stores, derived universe of stores to review for End round of closings, reviewad
various supercenter data

fars2002 11,0 -] ran supercenter scenarios, updated working group list

oa2s2002 - 3.0 -] meating with Roth, Horn, Catlin and Peterson ta discuss the raview of suparcenter scenatlas

09262002 9.0 [ store by store review of supsercenters, praparad supsercenter scenario pages for real estata finance
group, update flash rapon summary

oI 4.0 3 travel Det-NY

tazaz002 9.0 & store levet modeling - scenarios for 5Cs

Garzgf002 - 10,0 - stora lavel modeling

Oaagron2 - 10,0 [ store closing analysls

ooz 120 6 store rationalization and supercenter analysis

102002 B0 3 travel NY-Det

1aozrzonz 4.0 ] stora closing analysis

woy002 35 3 travel det-ny

100372002 10,0 6 gtore rationalization and supercanter scenarios analysis

voaza02 40,0 8 scenarios analysis, store by story analysis

oNz02 6.0 6 seenarios analysls

10/0872002 5.0 § genaral organizational items, updated scenarios

iwoe/zon: 4.0 3 trewvel ny-dat

/02002 Qg -1 updated scenario mode! for supercenter closings

10092002 (.6 -] meeting with Gooch, Roth, Horn, Catlin to finalize supercenter scenarios

10M%/2002 A0 3 travel det-ny

w2 1§ -] misc. organizational itams

A4z 4.0 3 Travel to Troy

0142002 7.0 8 Store lavel raview; internal meatings with RE Finance group

10152002 40,0 8 Store level raview/analysis

1oneonz 11,0 6 Store level review

10472002 g 8 Store lavel raview

1017002 4.0 3 Flew back to NYC

19192002 g5 ] Store level raview

1072072002 9.0 6 Store lovel review

102172002 95 & Store level raview

1M 11.0 6 Store lavel roview

vzazaue A9 3 Travel to Troy

RV 10.0 g Storg lavel roview

102472002 13 ¢ & Store lavel review

es002 0.0 g Store level raview

272002 Q.0 & compiled data on an advertising market basis, constructad madel with summaries

WwaK02 4.0 3 travel ny-det

102072002 14,0 & markeat level modeting and analysis

W0AM22 12,0 6 preparation of market lavel review matarials

1A 3.0 8 market leval analysis

et 40 2 travel det-ny

AN g0 B market lavel review mestings with store operators

1ovenge 4.0 B store closing analysis

110¥2002 12,0 6 preparation of materlals for store closing books

102002 18,0 -3 phase 2 store closing book

nAv02 - 19,0 [ phase 2 store closing book

1os2Z - 4.0 k| travel ny-dat

1082002 14,0 B Phase 2 stare closing analysis and summarias




producad pages for board presantation, finalized store categories for closure analysis

Store level review; internal meating with Julian Day, Dave M., Doug M., alg. to discuss store analysis

Conf call Adamson, Koch, Hutchison, Gooch, Kelley(Kmart), lvester, Hisstand, MeDarmott(SASM&F) re

Meeting with Ivastar, Hiestand, Kellay, McDarmott, Smith(SASMS&F), Koch, Gooch, Hutchison, Kellay,
Adamson, Day{Kmart) re exit strategies; praparation of presentation materials for meeting with
Unsecured Creditors Committes; financial resutty; exit financing discugsions:status report; POR tarm

Date Hours  Proj Description
107002 13,0 § produced summary financial pgs for board book; modeling for store closures
1082002 B0 &
117082002 4.0 3 traval det-ny
nasom 4.5 6 Store lovet review
11AV2002 7.0 8 Store lavel raview
Motz 10.0 & Store lavel review
11A22002 40,0 § Internal meatings with Kmart finance team, store level review
nnzwoz 40 3 Travel to Kmart
Aa002 - 4.0 3 Traval back to NYC
1MN3002 B0 [
11142002 42,0 1] store raview
nnszouz - 13,0 ] store review
11172002 5.0 -] stora modeling
N 10.0 6 store level analysis
11192002 4.0 § stora lavel analysis
120002 9.0 & prepared store closing materials for committaas
22002 g0 6 store lavel review and modeling
1zEEONZ A0 -] prepared materials for data room
128002 11.0 6 store level modeling
117262002 420 -] stora lavel raview
neH002 3.0 6 hagan assembling data room
nenziee a0 [ stora modeling; review of business plan
2oz 3.0 6 updatad comps
1zo2a002 130 ] stora level review
1203002 120 [ store lavel review and modeling
e 2.0 6 gathered materials for data room
12aend - 11,0 6 store review
1vos2002 {30 8 updated comparables analysis, raviewed stores
12064002 12.0 6 produced surnmaries for upsoming presentations
1¥07/2002 4.0 [ worked on board and committes presentations
12oez002 (0.9 5
review of presentation to Unsecured Creditors Carmmittes for maeting 1211
12082002 70 8 revizion of board and committee bocks
120002 4.7 5
shost
2mne 2.5 & miscellanscus items
2oz 4p.0 § store review process; compiled data room iterms
122002 40 3 travel ny-det
120 12.0 6 store by store review process, reconcillation of lists
12naenz 75 8 stora lavel review and modeling
1213002 4.5 3 travel det-ny
12142002 7.0 & updated comparables analysis, did store review
12n6002 . 12.0 6 rent concassion analysis, stare level madeling
1272002 420 § store review; rent concession analysis
102 5.0 6 store level reviaw of monltor stores
12182002 4.0 3 travael ny-det
12192002 13,0 -] store level review of select additional lists
v 7.0 & comparablas analysis
e 10,0 6  comparables analysis
12edxn g0 & comp bankruptcies analysis
ey 7.0 6 comparable retall bankrupteles analysls
122972002 B0 & began work on internal committes book as well as board valuation book
12022 13.0 6 prepared board bouk and relevant analysls
12aine2 - 0.5 8 valuatlon analyses and prasentations
01012003 10.0 ] internal committos book and board book
M08 3.0 g processed board book and internal cornmittes book
01032003 10.0 ] valuation analyses, processing of hoard and internal committee books
0/042003 8.0 B internal committee meeting presentation, updated comps
0110872003 0.0 B preparad for internal committae meeting
0MOs2003 13,0 B valuation book
maiees 150 B valuation work and presanations
oo 12,0 6 valuation




Internal meeting re comments to valuation analysis

Valuation Committea meating to review drakt valuation for POR
worked on store closing and valuation presantations

trip to Kmart to discuss distribution options

miscellaneous organizational items
collectad and organized data room flles

collsctad and organlzed data room info

internal meeting plus confarance call with owtside counsel ra issues of DrkKW retention; discussion re
Comdisco Hearing on retention of finanglal advisors

Initial mesetings with managment team, other advisor (PWC, Kekst, Skaddon. Began diligence on DIP

Continued diligence on DIP projectlons
Continued diligence on DIP projections

DIP projection mestings with Divisional Vice Presidents and various busingss unit managers (.9, J,
Martha Stewart licenging agreement analysis; DIP projection meetings; Store-by-Store data gathering

Compiling store-by-store data for initial assesment of proposed store ¢losure program

Oingoing work on analying Navigator | stores

Conf call Ron Hutchison and Janet Kelly with DIKW re stora closing analysis, completion of analysis for
DIP landers and schaduling of meetings with DIP lenders and possibly ratings agencies; development
of exit strategy; fiaison with other professionals; attendance at organization maating for creditors

Internal meeting/conference call re store closing analysis and timetable; workplan

Store-by-Store rationalization mestings

Meetlngs and analysis on revised DIP projections, drafting of & detailed list of questions pertaining to
management's assumptions - to be discueed with T, Zalecki and M. Maraland tomorrow

Mty. with Reat Estata Market Strategy Team (J. Foster, K. Ross, J. Catlin, J. Petarsen, J. Haake, P.
Maise) regarding analysis done for store rationallzation program (went over process, maps, financial

Mtg. with T. Zalecki, M. Morsland regarding the maodsl of DIP projegtions and borrowing base
Continued analysis of DIP projectlons

Bagan sorting and analyzing all store-by-store data with the intention of finding any trends/patterns
which would indicate where tha company's strengths and weaknesses lie in its store base

Internal mestings to learn more about the company

Conference call re: analysls plan for Martha Stewart contract

Internal meating re DIF (completion of projections, negotlatlon of borrowing base, covenants, availability,
rating agency presentations], inventory issues, vendor negotiations( re shipping and credit terms, out of
stock situation, variance betwesn actual and perpetual systemy), storse closing analysis, meetings and

Internal meeting re: status of real estate analysis

Internal meating re DIF(completion of projections, negatiation of borrowing base, covenants, availability,
rating agency presentations), inventory issues, vendar negotiations( re shipping and credit terms, out of
stock situation, varance between actual and perpetual systam), store closing arafysis, mestings and

Internal meating on strategy pertaining to the store closing analysis; conference call with banks 0

Due diligence meating with internal consumar research/markating group
Pue diligenge meating with internal consumer research / marketing group

Date Hours Proj Description
010972003 Q.9 [
MRENE  15.0 6 work board books
0112003 1.5 B
MAGR003  19.0 B
012000 {10 B analyzed proposed ESL options
Nz B0 [ finahization of board books
A0 4.0 B collected data room filas
MNW2003 E.Q 3 travel NY-det
NN42000 1.0 B
042003 4.0 3 travel Det-NY
oEE00Y 20 B
0IHIR003 4.0 8
01202009 5.0 6 collected data room files
22008 2.0 [ organized data room info
nRz2E 5.0 [
pa0e00e 2.0 1 Meating to discuss closing
Greana - Alex 0.7
olzazooe 7 2
Kress - 479.7
gIATRa0R {5 3 Travel time to Headguarters
ownrEeeE 100 3
projections
mA&2002 {10 10
HAgEm: 0.0 11
ovzaeoE B 10 DIP projections analysia
oV/e4l2002 6.0 11
Foster, |. Scott, K. Calcagno, etc.)
w/2se0e: 106 11
and mestings.
W/zgraoe2 10,0 6
Moz g0 6
017202002 1.0 10
committes
plE202 g5 ]
mreaz002 g0 &
G1/2%/2002 11.5 10
G1/2W2002 2.0 3]
matrics, campetitive situations)
A2 20 11
Az 4.0 1
oAz g5 B
fymzng: 1.5 "
oMz .4 B
fgarz00z D8 10
next steps
o0M20Z ()1 8
024/2002 .8 10
next steps
Q082002 2.5 [
dizcuss 2001 rasults
xpErR002 R 3 Travel tima to Headquarters
0pa2002 @5 11
gza2002 .5 11
0IEmE g 11

Conducted due diligence on store-by-storg performance and ligensing agraements (Martha Stewart,
Disnay, Sesame Straet)




Migs. with K. Ross, J. Peterson, J. Haake, P, Malse, G, Roth regarding rationale for each potential
store closure (analyzed financial performance, location, compstition, stc, for each store individually)
Mg, with G, Conaway, J. McDonald, L. McTavish, C. Kearse, A, Ravas, M. Gluck regarding process of
analyzing licensing agreements with an end towards assuming several agreaments

Conducting financial, legal and marketing analysis of the following license agreements: Sezame Street,
Dishay, Jos Boxer, Jaclyn Smith, Kathy Iraland & Martha Stewart

Mtg. with M, Gluck, A. Ravas & K. Rooney regarding process of evaluating licensing agreements
Analysis of accumnption of licensing agreements. Meetings with BR. Rosenberg, M. Sablowski, A. Revas,

Pue Diligence and meatings at Company re: Licensing Agreements
Due diligence and meeatings at Company re: Ligansing Agreements
Pue dlligenge and meetings at Company re: Licensing Agreements
Mesting by telephone on Sesame Straat License Agraament

Binngr meeting with Messrs Adamson and Hutchison re Board of Directors maeting aganda, issues;
store closing analysis; licensing agraements({negotiations with licensars); KERP plan discussions with
Craditors Committees; due diligence process for official committess; strategic direction

Attendanca at Kmart Board mesting re store closing analysis and licensing agreement decisions

Pra-masting at SASMAF among Debtors(Conaway, MacDanald, Kelly,Hutchison), SASM&F(Butler,
Ivastor, Durrer), E&Y{Schwab) re materials to be prasentad o officlal committeas

Attandance at joint meeting of both official committees

Follow-up mesating with co-heads and gounsel to Official Gommitee of Unsecured Creditors re process,
coardination of efforts with Committes, management roles and responsibilities, KERF plan

Dealing with Creditors-Advisors information requests

Conf call Hon Hutchison, Peter Schwab({E&Y) re KERP plan for Tiars 1-3, development of raquestad
Internal Meeting via Telephone re; Due Diligence Reguests from Advisors to the Committoes

Conf call Ron Hutchison re preparation for Court hearing 3/8; for discussions with Official Committees
re store closings and 2002 ravised busfness/operating plan

~ Gonf call re materials for Board of Directors meeting 312 and Joint meaeting of Creditors Commitieas

Maeting at Skadden Arps with Massrs Adamsan, Hutchison, Day, Koch and Senger, plus
Schwab(E&Y), Butler(Skadden) re Board discussion; issuas for Craditors Committes mesting 3/13

Conf call among Messra Hutchison, Stenger(Kmart), lvaster, Heistand and Durrer(SKadden),
Schwab(E&Y) re responsas to Committes of Finangial Institutions positions with respect to
confidantiallty, rakbi trust, exclusivity, consignment rights,retention of counsel for Board

Follow-up on stora closing analysis; met with E&Y to discuss responaibilities and Rerms 10 be provided

Conf. call with R. Hutchizon, M. Moreland, K. Krass, D. Walker, M, Suckow, and both committee
advisors to give them an update on tha current Penske sltuation
Meeting with Julian Day to discuss the business in genaral, stora ¢losing analysls, and other relatad

Meeting with David Sweig to discuss licensing opportunities and ganeral business issues

Meetings with both offlclal craditors committees at SASME&F; presentation to joint session; meetings
with Kman management{Massrs Adamson, Day, Koch, Hutchison, Stanger), E&Y(Waisz),
SASMAF(Butler, Durrer at al); statusfissues for Omnibus Hearing April 23 and 24

Tie's Internally regarding updatas, weakly restructuring call, liscensing issues, genaral case

Executive staff meeting to review business results

Conf call SASME&F{Ivester, Smith, Tchan, Durrer) re agenda for Hearing April 23/24; meeting proposed
far 4/15 with Financial Institutions Committea re outstanding issues

Attendancs st telephonic Board of Directors meeting

Conf call following Board meeting(Messrs Butler, lvester, Koch, Stanger, Day, Adamsan and Ms Kalley,
re negotiations with Financial Institutions Committee; néxt steps

Confarence call w/ Hutchison, Kellay and Curtizs Mathes

Date Hours Pro] Descriptton
wnmo 120 6
iRt 0.6 6
wNIkeE  B.O 6
RN 1.0 6
mn4r2002 130 11
and others
0aMRR002 11.0 11
g2narzaz g0 11
022002002 42.0 11
p2r2002 (.7 &
tezafanz (.5 6 Review Draft Sesame Strest Talking Points
DENRONE 2.0 7
taeE00E 3.0 7
fe2002 0.3 & Update re: Sesama Street
paEzONE 1.5 5
grETrEi02 3.0 5
evIReZ 1§ 5
03012002 /.0 5
fumia2 1.5 3 Travel time 10 Headquarters
o3m2002 4.0 8
business plan for performance purposes
030172002 1.0 5
owodzon: Q.7 1
oaod002 4.0 5 Waorking with Greditors- Advisors
031172002 (.5 7
313
03M22002 9.0 &
panyo2 g 7 Attendance at Kmart Board meaeting
paNA2002 1.3 [
members, appointmant of aquity committes
anw00l 1,0 3 Travel tofirom Kmart Headquarters
panezno: P 6 Continued store closing analysis
famez00e 7.0 B
to the creditors’ advisors; went on store tours
[Tl Tl - I B 5
ADNE002 25 B
topics
vdOw200Z 4.5 7 Attendance at Board Meeting
041002002 {0 [}
Moz 9.0 5
LETRT T [
administration
DANYA00Z B 3 Roundtrip travel to and from Kmart HQ
Mnzeot: 3.0 11
LETEY 1 - 1
u4TReE 4.4 7
Q4n7002 Q.5 1
04H92002 0.5 6
DAz 4.2 1

Conf call Messrs Koch, Stanger, Hutchlson, Ms Kelley and Glock, Messrs Ivester, Durrer re operating
plan davelopment, 10- k fillng, review of additional licensing agreaements, meating with management
and advisors for Business Plan formulation




Date

04/19/2002

04/22/2002
0472312002
242002
Q4/282002
0d4/26/2002

026002
04/26/2002
04726/2002
04728/2002
04/ 291002
(04/29/2002
0472812002
04530/ 2002
04/30/2002
03/01/2002
80172002
03/01/2002
05/02/2002
(502002
05/03/2002

05/07/2002

05/07/2002

05/08/2002

051 0r2002
051 V2002

061 V2002
0512002
06132002
081 4/2002
06152002
0552002
0&/21/2002
052172002
05/22/2002
DB/23/2002
D5/23/2002
Q%/24/2002
024/2002

0%31/2002

OR02002
06/03/2002
GRO/2002
06/03/2002
0B/D6/2002
GG/05/2002

[y lTue )
06/20/2002

7.0

4.0

4.0

—~ R =
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Conference call w/ Kearse and Buahler re: Curtls Mathes

Raviaw operations

Analysis raview

Breakfast meeting re: status of case

review licansing analysis

Waskly conference call among Kmar{Koch, Stenger, Hutchison, Kelley), Skadden(lvester, Haistandt at
al.) re praparation for Section 341 meeting, update on 2001 flnanclals and 10-K filing, status of 2002
operating budget, discusslon of agenda for offsite maating

strategy session prep, reviaw of opportunity

Review of Saction 341 document

te re agenda for proposed offsite planning maaeting

Review Sesame Street license nagotiations, info requests from craditors

3 1¢'s re Board meating scheduled for 4/30 and ofisite mesting re Business Flan

schaduling for strategy session

Discuss approach withh Ron re;business rasults

Travel to Detrolt

Board Meeting at Skadden

meet with craditors to discuss bubble stores, curtis-mathes

revlew analysis of proposed suppliar contracts

meetings to discugs store rationalization, review analysls

roundtrip travel from home to section 341 meeting

praparation for and attendance at 341 maeting

Conf call among Kmart{Hutchison, Kelley, et.al), Skadden(lvester, Halstand ot al) re preparation for
May 8 Hearing, status of 2002 Operating Budgat, preparation for Board and Committee mestings,
update on consignment issues, discussion of rent renegotiation efforts, status repert on licensing
agreements, discussion of agenda for off-site strategy meeting

Executive managementhay advisors off-slte masting and strategy seszion in Birmingham, Ml involving
Messrs Adamsan, Day, Koch, Stanger, Hutchison and Ms. Kelley(Kmart), Jack Butler, Eric Ivestar and
Lyrin Helstand(SASMAF), re assassment of chapter 11 first 100 days, 2002 operating budget, primary
neads 10 be addressad, strategic partners, discussion of chapter 11 exit strategigs, business plan
development, coordination of advisors' roles

Raviewed for the first time the 2002 draft oparating plan with Ted 5., Jim G., Larry L., Tom M., Hon H,,
Kathy K. and Darex W.

Raview of the DRAFT 2002 Operating Budget with creditors committee advisors; review focused on the
process, notable changes sinca the DIP plan, and directional guidance for a final plan within the riext
waek; Attandeas: DrkW, F&M, KFMG, J. Gooeh, L. Leonard, T, Stanger

Conf call with Messrs Stanger and Leonard ra 2002 Cperating Plan

Weekly conf call among Krmart{Koch, Mutchison, Kelley, Leonard), SASMA&F(Ivestar, Haistand, Durrer)
re preparation for mesatings week of May 13(Board, Jolnt Committeas, Vendors, Fee Review), 2002
Operating Budget, 10 K flling update

Cont call Ted Stenger, Larry Leonerd, Eric lvaster re 2002 Qperating Plan

Intarnal meeting ra 2002 Operating Plan

Work through analysis of supercanters and store [evel data for discussion with Julian

Attendance at Kmarn Board of Directors mesting

Joint Committee Meeting in Maw York

Joint Committes Meeting and Follow-Up Maaeting with Client

Review supercenter analysis, store level summartles

Travel to Datroit

Executive Staff Maeting to review business results, discuss initiativas

Weekly Advisors Confarence Call

travel back to NY

confarence call to discuss 3 malan properties

Conference cal w/ Wexlar, Gluck, Smith, and Hutchison re: real property leases for stores in Chicago,
Rockford, and Springfleld

Weekly restructuring call w/ Skadden (Hlastand, Durrar, Weaxler) abd Kmart (Kock, Kellay, Hutchison,
Giluck, Morrow)

Meaeting with Jullan to discuss food strategy, prep for strategy sassion

Conference call w/ Kman {Koch and Hutchison) and Skaddan (Butler) ra: request for stora-level data
Meeting with altemate supplier, discussions with Ron and Jim to discuss current supplier situation
Exacutive staff meating to review business results, discuss initiatives

4 1 re supply agreemant, June 17 Strategy session, store P&L information

Conf call Agnas Levy(JPMChase), Mike Pollcano and Ed Qrdway(P&M), Al Koch and Ron
Hutchison(KM) re discussion of datailed store lavel data to support 2002 Budget/Operating Plan
Discussion re store lavel data for Financlal Instiutions Committes

Conf call Al Koch, Kmart, re response to information requast list from Financial Institutions Committee;
next steps



Date

O Se00e
QrAE2002
PG Bl el
QrNE2002
QT 82002
0762002
QTN e2002
ornT/200e
QTA72002

kel el
O7R22002
TR0
0712472002
07/28/2002

Qriaban02
0712772002
kgt il
07r29/2002

07/30/2002
2002
D8/D5/2002
U8/05/2002
DB/DE2002
DE/06/2002
D&/D6/2002
BOTR002
D&/D82002
D002
D8/082002
DEORR2002
D8/0B/2002
O za00z
DRA 2002
08122002
g 2a002
08132002

Qan o0
0&M372002
QBN 2002
0&/14/2002
QR 42002
D&/156/2002
Oe/04/2002
Qo/0e/2002
08/10/2002
a1 2e002
08/13/2002
091 5/2002

Lawlg - Martin
01/23/2002

Maltzer -
01117/2002
n/18/E002
01182002
oinseo0:
01/20/2002
[ Bdalir-Jils ]
01/2L2002

Haurs

0.3
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Conf call with Ron Hutchison re Information request by Financial Ingtitutions Committae
Raview work-in progress with Ted

Executive staff meeting

travel from Detroit to Board and Creditors’ meetings

Dlsgussion with Ron Hutchlson ragarding financial parformance

Attendance at Kmart Board ot Directors mesting

Allendance at Equity Committes masting

Atiendance at Joint meeting of Official Committses

Meeting with Committae Chair, KPMG and Glenn Rice(Oterbourg firm), Ron Hutchison re store level
data, format, timing; information for naxt creditors meeting

Dlscusslon with Randy Allen, Rich Blunck regarding Blualight ISP

Exacutive staff mesting

Dscuss process for Bluslight ISP divestitura

Review materiats for strategy session

Internal meeating re preparation of materlals for strategy maating on 7/29 In Detrolt, mesting with
FInanglal Ingtitutions Committae on 7/30 in Detroit

travel 1o Datrolt for strategy segslon

raview and edit materials for strategy session

Confaranca call to prap for strategy sesslon

Strategy session in Datroit involving Kmart{Adamson,Day, Koch, Hutchison, Kelley), Skadden
Arps{Butler, Heistand) re store base performanca, liquidity and trade cradit, davelopment of long-term
businass plan, axit strategy planning, relationshlp with statutery commitiees

Call with KM and BL to discuss term shaet

Discussion with KM, BlugLight and Unlted re: term shaet

Mesot with Ron to discuss store stratification

Meet with Mark Connard regarding store data

Calls with KM and Bluelight to discuss process, tarmm shest, etc.

Executive staff meeting

Review project status, maeat with Ron & Jim

Travel from Kmart back o New York

T/c w/ Randy Allen and Rich Blunck re: Global Sport

T/e w/ Eric [vester re; Glabal Sport; Yo w/ Ron Mulghlson re: same

Discussion w/ potential bidder for Bluelight.com

Call with Unlted 1o discuss term sheest

raview stora disposal analysis, discuss data access with Rick Noechal

HReview store materials

Travel to and from Kmart Headguarters

Staff meeting at Kmart

Discuss status of supply agreament negotiations with Ron

Discuss e-commarce site viability, strategy for negotiating with Global Sports (included Ted Stenger,
Randy Allen, Rich Blunck, Robert Rathke)

Review pantry with Con Germano, Kelth Calgagno

Travel from Detroit to NY

Sit down with Rich Blunck, Randy Allen 10 discuss e-commerce buginess issues, Global Spors raply
Tarvel back ta Datroit

review reviged term sheat from Unlted Onling

Cenf call re reconciliation of reported cash balances

Meeating with Messrs. Koch, Stenger, Day, Gooch 1o discuss store analysls

te re distribution and supply chain management issues

Internal meseting re Superk store analysis; Fleming status; next steps

Real Estate strategy meeting 1o discuss rolas of each advisor; workplan going forward
Internal meeting to discuss store rationalization

Conf call re businass plan development; preparation of timetablefwork plan for meeting 5/27

internal meeting plus conference call with outside counsel re issues of DrKW retention; discussion re
Comdisco Hearing on retention of financial advisars

Davaloped internal workplan

Due Diligence at Company

Preparad qonflict checks memao

Analysis of historical DIP financing terms

Continued analysis of historical DIP loan terms

Travel - Detroit to NYC

Preparation of pre-filing tasks and responsibilties workplan



Date Hours  Proj Description

0222002 3 4 2

ey 35 10 Tewith D Kolin (Skadden}) regarding DIP financing confidantiality agreement; tc due diligence material

MEx02 5.0 1¢  Analysis of borrowing base caloulations of historical retall DIP loans

o2 50 10 Created analysis of DIP and borrowing base terms of comparable retailers in chapter 11

ozaR002 5 () 10  Centralized list of appraiser contacts; to with liquidators regarding borrowing base calculation
methadologias

mes202 4.0 10  Follow-on calls with liquidator contacts regarding borrawing base calculation mathodallgles

w22 36 2 Crganizational tasks relating to compliance with N. IL timesheet guidalines

0RaR002 30 1 Freparation ot revised workplan; tc with Davino regarding sama

nerge? 1.4 1 Update of workplan

CUZFR002 (8 1 Internal mesting via telephone

praee0z 1.0 10  Conf call Ren Hutchlson and Janat Kally with DrkW re store closing analysis; completion of analysis for
DIP lenders and scheduling of mastings with DIP lenders and possibly ratings agencies; development
of exit strategy; lialson with other professionals; attendance at organization meeting for creditors
committea

nrses? 4.0 3 Travel to Troy, Ml from NYC

0l/28/2002 3D 10 Telephone calis with liquidators regarding borrowing base calculstions, analysis of borrowing base
terms

DlZR2002 & -] Internal meeting/conference call re store closing analysis and timetablg; workplan

e 3.4 2 Praparation of confllot mameg supporting schedules

01282002 4.9 10  Due diligence

Rz 7.0 10 Preparation of analysis regarding business limitations imposed by DIF; met with bank's advisors
ragarding borrowing base calculations

oxmes? 4.0 3 Travel fram company

ANz 40 10  Review and editing of bank presentations

o2z B0 10  Paricipated on several conference calls regarding horrowing base calculations; submitted commants
on hank book; raviewed past rating agency presentations

ozvz00 0.8 10 Internal mesting ra DIP(complation of projectlons, negeotiation of bomowing base, covenants, availability,
rating agency prasantations), Inventory issues, vendor negotiations( re shipping and credit terms, out of
stock sltuation, varlance betwean actual and paerpatual system), store closing analysis, meetings and
next steps

a0z g 10 Internal meating re DIP(completion of projections, negatiation of berrowing base, covenants, availability,
rating agency presentations), inventory issues, vandor negotiations( re shipping and credit terms, out of
stock situation, variance between actual and perpetual systern), store closing analysis, mastings and
next steps

sz 3.6 2 Fee analysis

020672002 4.0 11 Due diligence on company's historical operating strategy

dER002 50 2 Fae analysls

ez 05 2 Internal mesting via telephona re; fes analysis

a2 g3 2 Fao analysls

200z 4.0 3 Travel from Detroit to NYC

wneMme: 4.0 3 Travel from NY 1o Detrolt

mRME 50 [ Mesting with Ron Huchinson to discuss store ¢losing methodology; additional mestings; reviewed store
cloging analysis

ENzR02 3.0 3 Travel NYC to Detroit

g2 3.0 B Condueting financlal, legal and marketing analysis of the following license agresments: Sesarme Strast,
Digney, Joe Boxer, Jacyln Smith, Kathy Ireland & Martha Stewart,

wnae: 4.0 3 Travel Detrolt - NYC

nafaseo02 - 3.5 1 Internal meatings; call with Ron Hutchinson and Eric lvester; miscellaneous organ|zational tasks

vHox0E 1.2 1 Miscellanaous organlzational ltems

Miller - Henry 978.2

02z2002 g0 1 Attandance in Gourt for First Day Hearing

mzzaned 6.0 1 Preparation for Flrst Day Hearlng; testimony re DIP financing

017232002 0,3 10  Internal meeting re status; DIP financing projections

e 0.7 10 3 tes re; DIP financing

o200 0,7 2 Internal meating plus conference call with outside counsgal re issues of DrKW retentlon; discussion re
Comdisco Hearing on retention of financial advisors

e 4.0 3 Travel to New York from Chicago

na2a2002 06 5 e re statys, first day hearing

maaee 0.5 5 tc Bill Derrough, Jeffaries & Co., re formation of Creditors Committes, selaction of financial advisors

017242002 Q.5 6 te Alan Cohen, Alco Management, re inventory liquidation process; store analysis

oo (.2 ;] tc Walter Levy, Kurt Salmon & Assos,, ra ratail environmant, future prospects

0172672002 Q2 1 te Erig lvestar, SASMAF, ro status of DIP financing; formation of creditors committee; professionals
confarence call re next steps

01726/2002 0,5 5 tc re statys; first day orders; trade terms; organization of unsecured creditors committee



Date

Hours

Pro) Description

RT2007
01/28/2002
01/20/2002
01/28/2002
D2N2002

01/282002
0113042002
D1/30/2002

01/3072002
020172002
(20172002
021/2002
020172002
QR002
02/01/2002
G000
02/04/2002

02/0472002

02/05/2002
02/05/2002
RI07 /2002
02/07/2002
Q2072002

Q2/07/2002
0207002

Q2ON2002

02/08/2002

02/08/2002

02/08/2002
Q2/0Br00:
02/0R2002

02092002
02102002

02/11/2002
ORA2002
021172002
G2A13/2002
DRA3002
0213/2002
ORAMRHCR
G214/2002
02142002
02/18/2002

Q2002
02/20/2002
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Review of Marthe Stawart royalty agreament and financial projections
tc Jeft Warbalowsky, Houlihan, Lokey,re craditor committee formation and hiring of financial advisor

3 tes re meetings at Company; developrnent of interim workplan; sat up conf call with Debtors

tc Richard Hahn, Debevoise & Plimpton, re representation of DrKW for 2/13 retention haaring

Conf call Ron Hutchlson and Janet Kelly with DrKW ra store clasing analysls; completion of analysis for
DIP lenders and scheduling of meatings with DIF landers and possibly ratings agencies; development
of exit strategy; liaison with other professicnals; attendance at organization meeting for creditors
commitiee

Internal meeting/conference call re store closing analysis and timetable; workplan

te ro status of stora closings analysis; revislons 1o projections

tc Edward Fox, Pryor, Cashman, counsel to Wimington Trust(successor Indenture Trustes to Bank of
NY) re status; organizational meeting in Chicago; intention to sit on Creditors Committes

Revlew of varlous published articles on Kmart regarding business stratagy, retall stora |ocations, ste.

tc re status; timsetable; lease rejection claims

Intarnal meating ra; afficlavit

Internal meeting re timetable; business strategy, Martha Stewart contract issues

Internal meating re dua diilgance update; cash burn; usage of DIP facility; cost controls

Review and commants on Supplemental Disclosurs

tc Jim Adamson, Kmart, re status, discussions with banks and rating agencies; set up meating for 2/11
tc Mike Wilas, Debevoise, re draft interim order modeled atter Rotschild interirn order in Comdisce
Intgrnal mesting re DIP{completion of projections, negotiation of bomowing base, covenants, availability,
rating agency presentations), inventory issues, vendor negotiations( re shipping and credit terms, out of
stock situation, variange batween actual and parpetual system), store closing analysis, meetings and
naxt staps

Internal meeting re RIP{completion of projections, negotlation of borrgwing base, covenants, avaltabillty,
rating agency prasentations), inventory issues, vendor negotiatlons( re shipping and credit terms, out of
stock situation, variance betwean actual and perpatual system), stora ¢losing analysis, mestings and
next steps

Review of Ramco-Gershenson objection to lease rejection

Raview of DIP finanging syndication glide prasentation to prospactive lendars, plus comments thareon
Attendance at Creditors Gommittee meeting

Praparation for Jaint meeting of creditors

Meetings among Debtors, Skadden Arps, Buck Consultants, PricewaterhouseCoopers and
reprasentatives of Creditors Committees re KEAP plan; request for modification and/or deferral

Joint Meeting of Creditors in NYC

Meetings with Oebtors(Messrs Conaway, MacDonald, Hutchinson, Ms. Kelly et.al.), Skaddan
Arps{Messra Butler, Ivester at. al), PricewaterhouseCoopers(Eisenberg and Haughey) re Committee
concerns; timetable; lssuss for Hearing 213

Conf call Agnes Levy(JPM Chease) and Ed Ordway(Palicano & Manzo) re KERP Plan; discussion of
Dabtors' position, ¢ritical lssuas, timing

Conf call with Jack Butlar and others at Skadden and Richard Hahn and Mike Wiles at Debavolse &
Plimpton re: DrkW retention application; response to Objection from US Trustee

tc Agnes Levy(JPMChase) and Ed Ordway(Policano & Manzo) re DrkW retention
application/engagemsnt agreamant; negotiation ra proposed concessions

¢ Rick Cierl, JOR&F, re KERP Plan; timatahle;requast for dafarral of Hearing

Conference call w/ Jack Butler re; KERP

iz Glen Rice and Lorenzo Marlnuzzi(Otterberg law firm) re DKW ratention; economic terms,
comparablas data; US Trustee objection

Internal meeting via telephone re; retantion hearing

Conf call with Debevoise & Plimpton, counsel to DrkKW, re DrkW response to US Trustee Objaction to
ratention; raview of revised documents; commaents on Skadden's response to same Objection

Meaeting

Lunch mesting

Conference call w/ Richard Hahn re. amendmaent to engagement lettar

Attandance at Court Hearing and testimony re retention

Preparation for testimony at Court Hearing re retention

Travel toffrom Chigago re Hearing

Meeting re status of DIF syndication, status of store closings, corporate structure

te re corporate strugture, ownership of intellectual property, status of store ¢losings analysis

tc re intallectual property, bank guarantees/collateral support, store closings

Conf call with Erig Ivestor re status, discussions with Creditors Committeas re retention and axacutive
compensation; preparation for Creditor and Board meatings week of 2/25; status of DrkKW work ra store
closing analysis, analysis of executory contracts

Conf call Eric lvestor re Judge's ruling in DrkW retention application, required modifications

Conf call with Messrs Wiles and Hahn of Debevaise & Plimpton re possible modifications to
angageraent letter




Date
D2/212002
D2/21°2002

02/24/2002
/2472002

02/24/2002
o250
D2/25/2002

02/28/2002
02/26/2002

02/28:2002
daefa00e
[ele gl
Q2272002
Q272712002
Q2727/2002
Q22712002
G2/282002

03/01/2002

QA 2002
03/01/2002

a0 /2002
0Ar02/2002

03/02/2002

03/03/2002
L0002

3042002
D3/05/2002
03/0s/R00e
0HGoS/2002
03/DE/2002

03/06/2002
ONOBEH2

OOR2002

OX/ORRO02
03/09/2002
X020
0312002

Hours

09

0.7

0.6
0.8

1.4
2.0
0.3

0.4
3.0

3.0

1.5
0.4
3.0
0.4
1.5
0§
0.5

0.6

1.0
0.5

0.7

0.2
14

0.7

4.0

0.3

3.0
0.5
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Cont call with Massrs Wilas and Hahn of Debevoise & Plimpton re modifications to DrKW engagement
letter

Cont call with Messrs Wiles and Hahn of Dabevoise & Plimpton re modifications fo DrkW engagement
Iatter

tc Derex Walker, DrkW, ra licensing agresments; summary presentation for Board

Conf call with Messrs Wiles and Hahn of Dabevoise & Plimpton, re revisions to DKW engagemant
agreement as per Judge Sondarby's orcler

Praparation and review of licensing agreement analysls; materials for Debtors and Board of Directors
Dinner mesting with Massrs Adameon and Hutchison re Board of Directors meeting agenda, issues;
slore closing analysis; licensing agresments(negotiations with licensors); KERP plan discusslons with
Creditors Commitiees; dua diligence procass for official committaes; stratagle diraction

Canf call Eric Ivestar and Mark McDermott{ SAEBMAF), Mike Wiles{Debevoise) re amended DrkW
retention application, final revisions prior 1o filing

Review of tarms of extension of suraty cradit, plus comments thereon

Meeting at Skadden Arps with Financial Institutions Commitea involving Aon Hutehison and Janet Kelly
fram Krnart, Erig lvestor from Skaddan, 3 parties from Buck Consultants, Rick Cieri{Jones Day), Agnes
Levy{JPMorgan Chasa), Harold Dietz(Bank of N}, Mike Policans, Ed Ordway and Sean
Cunningham(Palicars & Manzo) re KERP PLan

Attendance at Kmart Board maeting re store closing analysis and licensing agresment decisions
Dinner masating with Official Committea of Unsecured Craditors, plus Chuck Conaway, John
MacDonald, Ron Hutchizon, Janet Kelly(Kmart), Jack Butler, Eric vestor, Lynn Hlestand and Van
Durrer(SASM&F) re issues to be considered at Joint Craditors Committoe masting on 2/27
Pra-maeting at SASM&F among Daebtors(Conaway, MacDonald, Kelly, Hutehison), SASMAF{Butler,
Ivestor, Durrar), E&Y{Schwab) re materials to be presented to official commitees

tz re status; storg closings; Intarcreditor issues; process;timing

Attendance at joint meeting of both official committees

tc Jeff Aronson, Angelo, Gordon & Ca., re process; timing; status; intercreditor issues,; stare closings
Follow-up maeting with co-heads and counsel to Official Commitas of Unsecured Craditors re procass,
coordination of etforts with Committee, managemant roles and responsibilities, KERP plan

3 ic's re Cohen meetings at Dabtors' offlces; follow-ups with CEQ re business plan matters and due
diligence

Conf call with Jim Adamson(Chalrinan) re process Issues; agenda for Board meeting 3/12; response to
Creditor Committee views ré KERP plan

Conferance call w/ Richard Hahn and Mike Wiles: re; trustea's objection

tc Jack Butler, SASM&F, re Board meeling agenda 3/12; process issues; negotintions with creditor
committees re KERP

Conf call Ron Hutchison, Pater Schwab{E&Y} ra KERP plan for Tiars 1-3, development of requestad
business plan for performance purposss

Conference call w/ Butler, Ivestor, Tchan, and McDermatt from SASMAF and Hahn and Wiles from
Dabavoisa ra: reply to trustes’s objactlon

Contf call with Mezsrs Butler, Ivestor, McDermott and Ms Tehan(SASMA&F), Messrs Wiles and
Hahn{Debeavaiss & Plimpton) re US Trustee's Objaction to DrKW retantion, preparation of Debtors'
rasponge therato, form of proposed order, affidavit of Ron Hutchison, serviges provided by DrkKW since
petition date({hours worked, number of professionals employed, specific projects)

Intarnal meeting via telaphone re: reply to trustee's objection

Review of Dabtor Motion to Extend Exclusivity, plus preparation for possible Court testimony in support
theraot

Conf call Ron Hutghison re preparation for GCourt hearing 3/6; for discussions with Oficial Committaes
ré store clesings and 2002 revised business/oparating plan

Maeting at SASMAF in Chicago in preparation for testimony re final DIP order and Reguest for
Extension of Tima to Assume or Reject Unexpirad Real Property Leasas

Conf call Marc McDermott and Tina Tehen{SASM&F), Mike Wlles{Dabevoize & Plimpton) and Katy
Gleason{US Trustee) re Interim Order to be agreed pending Court determination re DrKW
indermnification

Travet to Chicago In gonnection with 3/6 Omnibus Hearing

Conf call Ron Hutchisen{Kkmart) and Josoph Saad(JPMorgan Chase) re status of finalization of DIP
financing; commitments recaived and allocatad; ant other changes ot terms and conditions

Return from Chicago aftar attendanca/testimony at Omnibus Hearing

Conf calls re Kmart Q4 results for testimony re extension of time to assume or reject unexpired real
propery loases

Maetihg at SASMAF in Chicago re preparation for testimany in sonnection with mation for Final DIP
Order and Motion to Extend Time to Assume or Réject LUnexpired Leases on Real Proparty

¢ Chuck CGanaway, CEQ, re transition

tc re Board meseting on 3/9; discussion re proposad managemsnt changas

Attandance at talephonic Board of Diractors mesting

tc Michael Freitag, Kekst, re pross/PR plan for March 11 regarding management changes




Date Hours Proj Dascription

e 0.7 6 Reviaw of anatysis re Penske Auto Cantars, plus comments thareon

B2 05 7 Conf call re materials for Board of Directors mesting 3/12 and Joint mesting of Creditors Committess
313

[Rgbr . ] [ Meeating at Skadden Arps with Messrs Adamson, Hutchison, Day, Koch and Senger, plus
Schwab(E&Y), Butler{Skadden) re Board discussion; issues for Creditors Committee meeting 3/13

wnaeNe 25 7 Attendance at Kmart Board meeting

32z 30 B Meetings at Skadden NY offices with Messrs Adamson, Day, Hutchizson, Koch, Stenger, Foster, Ms
Kelley; Messrs Butlar , lvester and Durrer; Messrs Schwab and Waitz(E&Y) re operating plan for 2002;
delineation of responsibilities among E&Y, Koch/Stanger; bids fram liquidators; issues vs creditors

N3z 40 5 Meetings at Skadden NY offices with both offizial committees

wnazoee 1.3 5 Conf call among Messrs Hutchison, Stenger(Kmart), lvester, Haistand and Durrer{SKadden),
Schwab(E&Y) re responses to Committes of Financial Institutlons positions with respact to
confidentiality, rabbi trust, exclusivity, conslgnmant rights retention of counsel for Board
members.appolntmeant of equity committas

vI4zo0z 0.2 6 Review of Debtors’ weekly financial update

DINE2M2 0.2 12 tc Mark McDermott, SASMAF, re praparation of trial testimony re Hcensing agreemants and axclusivity
extansion

WKz 1.8 12  Feview of materials for motion to extend exclusivity as preparation of trial testimony

pinaRo0: g 12 t¢ Ron Hulchison, Kmart, re Hearing Agenda, contacts by bondholders, extension of exglusivity

Wz 30 3 Traval to Chicago for court hearings

10z 4.0 12 Meating at Skadden Chicago re praparation for testimony re llcensing agreements and store closings

BIs2KZ g2 12  tc Eric lvester, SASMA&F, re possible testimony at hearing March 20, 2002

whazez (.9 12 Internal meeting re preparation of testimony for Mareh 20, 2002 hearing

fnnez 3.0 12 Mestings at Skadden to prapare for testimony re licensing agreements and store closings

V2022 5 1 Breakfast maeting with Ron Hutchison, Kmart, re development of revised cperating plan, reporting
format for monthly report to Trustee, materials for next Craditors Committees meeting

03202002 § 0 12 Attendance at Court for Haaring

fameez 3.0 3 Raturn ta NY from Chicago

zWZ 1.5 2 Attendance at Court re DrKW retention application

VR 20 1 Confarence call involving Massrs Koch, Hutchison, Kelley and Giuck (Kmart}, lvester, Durrer and
Haistandt {Skadden), Schwab and Weisz (E&Y), re status of filings for March 25 and April 15,
preparation for Board meeting April 9, preparation for Joint Committee meeting on Aprit 10, preparation
for Exclusivity Hearing on April 24, timing and preparation for Sec. 341 meeting, timing for assumption
or rejection of remaining licensing agreaments, update on Panska Auto Centers

o0z 0.4 6 Review of waekly borrowing base certificate, weekly financial certificate, draft of proposed monthly
operating report for the period 1/22/02-2/27/02, plus comments thereon

ameRem g2 1 Review of final draft Monthly Operating Report and SEC Form 8-K dated March 29, 2002

002 (0.3 5 ¢ Ed Ordway, FTI/Policano & Manzo, re status, mesting of principals scheduled 4/4, outstanding
lssues

MMz 5 5 te Harold Dietz, Bank of NY, re outstanding issues, management concetns, future directions

0z 8 5 Review of materials regarding Kmart vendor relations improvements in preparation for meeting with
trade craditor sub-committee

o000z (.2 B te David Swaig, E&Y, ra potential additional ligensing opportunitias for Kmart

Ma2na: g 5 Raview of materials for presentation to joint mesating of creditors committees, plus commaents thareon

04052002 1.0 1 Conf cail emong Debtors(Hutchison, Gluck), Skadden(lvestar, Heistandt, Durrer), E&Y(Sweig) e
presentation to jeint cormmittee maesting 4/10; praparation for Omnibus Hearing 4/24; statuts of 2002
operating budget; update on store closing sales; discussions with Penske

oarEoz 4.0 5 Dinner maeting with both Official Committees plus Messrs Koch, Stanger and Day and Ms,
Kelley(Kmart), Messrs Butier and Durrer(SASM&F) re outstanding issues, materials to be prasentad to
Committess 4/10; Panske tigatlon status

oAz 9.0 5 Mesatings with both official creditors committees at SASMAF; presentation to joint sassion; meetings
with Kmart management(Messrs Adarnson, Day, Koch, Hutchison, Stanger), E&Y(Welsz),
SASM&F(Butlar, Durrer ot al); statusissues for Omnlbug Hearing Aprll 23 and 24

o203 6 t¢ Alart Cohen, Abacus, re status of GOB's, real estats disposition Issues

stz 0.7 1 Conf call among Kmar(Hutchison et, al), SASM&F(Ivestar, Durrer at.al), E&Y(Weisz and Schwab)re
preparation for Omnibus Hearing 4/23-24, update on Panske wind-down, update on store ¢losing sales,
updata on licensing agreements

fanazo: 49 1 Conl call SASMEF (lvester, Smith, Tchen, Durrer) re agenda for Hearlng Aprll 23/24; meeting proposed
for 4/15 with Financlal Institutions Committes re outstanding lesues

02002 5 Q A Mesting with Flnancial Institutions Commites at offlcas of Jonas, Day re outstanding issues, Including
extension of exclusivity, J.Allx agreement, KERP, employment contracts for cartain key executives

04152002 D8 L7 Mestling at SASME&F with Messis Adamson, Day, Koch, Ms Kelley, Messrs Butler and [vester, re
formulation of responsa to Fihanglal Institutions Committas proposals/positions

M0 1.5 h Mesting at SASM&F(Butlar, Ivester), Koch, Stanger, Hutchisoen, Kellay, re planning for meeting with
Financial Instltutlons Committea

DaNe2002 Q4 5 to re: status, outstanding Issues



tc Hon Hutchison re next steps; outstanding issues
Attendance at telaphanic Boeard of Directars meating
tc Harold Dietz, Bank of NY, re Financial Institutions Committee proposals; critical concerns of Kmart in

Conf call following Board meeting{Messrs Butler, lvester, Koch, Stanger, Day, Adamson and Ms Kelley,
re nagotiations with Financial institutlons Committes; naxt steps

te re status; filing of schadules; outstanding Issusas

Conf call Messrs Butler, lvester, Koch re dizcussion with Harold Dietz

Conf call Messrs Ivaster and MeDearmott{SASMAF) ra status of negotiations with Finansial Institutions
Committee re managemeant contracts, axclusivity extension, rabki trust, and praparation for hearings

Review ot draft SEC Form 8-K, plus comments thereon
Conf call Messrs Koch, Stanger, Hutehlson, Ms Kelley and Glogk, Messrs Ivester, Durrer re operating
plan davelopment, 10- k flling, review of additlonal llgensing agreements, meating with management

Weekly conference call among Kmiart(Koch, Stenger, Hutchison, Kellay), Skadden(lvester, Heistandt et
al.) rs proparatlon for Sectlon 341 mesting, update on 2001 financlals and 10-K flilng, status of 2002
operating budgst, discuszsion of agenda for offsita mesting

tc re agenda for proposed offsite planning meating

3 tc's re Board meeting scheduled for 4/30 and offsite meeting re Business Flan

te Ron Hutchlson re Board meating schadulad for 4/30; agenda; follow up meetings with Commitiess
Reaview of materials for Board prasentation/mesting

to Kathy Krass re agenda for off-site planning maeting

Review of prasantation to Craditors at Section 341 meseting, plus commants thareon

tc Jack Butier, SASMEF, re agenda for mesting in Detroit

Review of list of possible areas of inquiry at the Section 341 mesting, plus commants tharson

tc Matt Bottica, Winston 8 Strawn, re possible investor interest In owned real estats

Conf call among Kmart(Hutchizon, Kselley, et.al), Skadden(lvaester, Heistand et al) re preparation for
May 9 Hearing, status of 2002 Operating Budget, preparation for Board and Committee meetings,
update on conglgnment issuwes, discussian of rent renagotiation efforts, status report on ligenging
agresmants, discussion of agenda for off-site strategy meating

Conf call Jim Adamson, Jack Butler ra agenda for off-site mesting in Detroit 5/7

Executive management’key advlsors off-slte mesting and strategy sesslon in Birmingham, MI Invalving
Messrs Adamsan, Day, Koch, Stenger, Hutchlson and Ms, Kelley(Kmart), Jack Butler, Exle lvestar and
Lynn Helstand{SASMAF), re agsessment of chaptar 11 first 100 days, 2002 operating budget, primary
needs t0 be addressed, stratagic partners, discussion of chapter 11 exil strategies, business plan
development, coordination of advisors' roles

Travel tofrom Birmingham, Ml re executive managementkey advisors off-site meeting
Review of draft 2002 Gperating Plan, plus comments thaeraon
Review of ravised 2002 Operating Budget, pius comments theraon; preparation of Summary of Key

tc Ron Hutchison re bondholder/ praferred shareholder contacts and follow up

Cont call with Messrs Stenger and Leonard re 2002 Operating Flan

t¢ Ron Hutchlson ra 2002 Operating Plan; comments for Board meating

Weekly conf call among Kmart{Koch, Hutchison, Kelley, Leonard), SASME&F(Ivester, Heistand, Durrer)
re preparation for meetings week of May 13(Board, Joint Committees, Vendors, Fee Review), 2002

tc Bill Crowlay, ESL Capital, re status; reported statemant by Al Koch re Michigan subsidiary;

Cont call Ted Stenger, Larry Leonard, Eric lvestar ra 2002 Operating Flan

Review of revised draft of 2002 Operating Plan, plus comments thereon
Raview of draft of materiats to be presented to Joint Mesting of Creditors May 15, 2002, plus comments

Review of matarlals to be presented to Kmart Board 5/14

Review of due diligence list submitted by Policano & Manzo to Kmart

Preparation and review of materials to ba presented to Board by DrkW on 514/02

tc Ted Stanger re presentation materials for Joint Meeting of Creditors 5/15; ravisions to prior draft
Attandance at Kman Board of Diractors meeting

Dinner masting with Kmart{Massrs Day, Koch, Stenger, Hutchison, Mz Kallay, et. al.), members of
Creditors and Financial Institutions Committee

Date Hours Proj Description
w70z .2 5
wnrzae 14 7
wNIRNE Q5 [
respect thereaf
wnIE 0.5 i
MATRO0: 0.3 5
0172002 0.4 3
waaR00z .2 5
4/23 any 24
wnazoe Q.3 1
odfaR00: 1.2 1
and advisors for Busingss Plan formulation
042452002 .0 5 Breakfast meeting ra: status of case
D4f262002 1.5 1
DarZErZODZ 2 [
ba2w2002 3 7
DA/25/2002 0.2 7
043072002 0.4 7
om0 0,2 6
06/A/2002 .9 5
osolR0e2 .2 [
050272002 0.5 5
RFON2002 D.2 5
05/032002 {2 [
03082002 0.3 B
psMTREO0E 7.0 B
7oz 04 G Maeting re: current Kmarn bondholders
03NTRO0E 4.0 3
05082002 1.4 &
0T R B
lsgues
Dsare00z (3 5
osnuReNz (.7 6
051012002 n3 B
0sMoreD0z. 1.3 B
Operating Budget, 10 K filing update
LR TVED - 5
investment intarest
0sMoRMz 1.5 [
fsno/2n0z g3 B t¢ Ted Stanger ra 2002 Operating Plan
wANENEZ D9 B Internal meeting re 2002 Operating Plan
DSMZ2002Z (0.9 5
pEH2RO0Z 1.2 5
thereon
05132002 .8 7
0sn3z00z (.1 5
DEH3RD0Z .5 7
osnaeeoz .3 5
0EH4Z00Z 3.5 7
05142002 3.0 5
0552002 45 5

Joint Committea Masting in New York



Date

[ ]l
06/17/2002

05/23r2002
OR/EL/2002
05201002
0&7X9/2002
0573172002

06/03/2002
O8/0A2002

08082002
0/05/2002

08/06/2002

05/07 2002

06/09/2002
OE0E00:

OB 0002
06/10v2002
081112002
06272002

B3RO0
081712002
061712002
e 7/2002
08/19/2002
Q6N 92002
EM972002
06/192002

D6/202002
06/20/2002

eSE 2002
06/21/2002

08/21/2002
06222002

06/24r2002
06/25/2002
D8/26/2002
07 o002

071 V2002

071 0/2002
O arood

071002

Hours

0.7
1.3

Proj
6
6

nmonchonth & — O~ ] - - & L= 1] L4 ] o :O o R g =

o1,

Description

Review of analysis re additional licensing agreaments to be assumed, plus comments theraon

Weekly all-hands conferance call among Kmart(Hutchison, Kellay,Gluck), SASMAF(lvester,
Hsistand,McDarmott, Durrer)re preparation for May 22 Omnibus Hearing, rent concession negotiations,
Universal consignment issues, Joint Fee Review Gommittes status, clairms resolution process, Chiat
Day, tpoics for prasantation at future Joint Gommittes mestings

Waeaekly Advisors Conference Call

Ravlew of analysis of supply agreament

Raview of materialshandouts to be distributed to participants at May 7th off-slte meating

tz Lynn Hiestand, SASM&F, re Hearing agenda/status; Equity Committee

Weskiy restructuring call w/ Skadden (Hiestand, Durrer, Wexler} abd Kmart (Kock, Kelley, Hutchison,
Gluck, Marrow)

Conference call w/ Kmart (Koch and Hutchison) and Skadden (Butler) re: request for store-level data
Review of Aprll Business raview, Including Statement of Operationsg, cash and liquldity, sales by
category

4t ro supply agreamant, Juna 17 Strategy session, store PAL information

Caonf call Agnes Levy(JPMChase), Mike Policano and Ed Crdway(P&M), Al Koch and Ron
Hutchison{KM) re discussion of detailed store level data to support 2002 Budget/Operating Plan
Raview of presentational materials for Qrganizational Meeting of Official Committae of Equityholders,
plus comments thereon

Weaskly conf call among Kmart (Koch, Hutshison, Kelley, Glusk); SASMa&F{lvestar, Durrar) re raview of
presentations to Equity Committee and Joint Committee; discussion of open real state matters; update
on licensing agreements; report on discuasions with Penske replacament

Review of 2001 program for evaluating store management

Conf call among Messrs Butler{SASMA&F), Koch and Hutchison re panding mattars; presentation to
equityheldars cammitiee; Board and Creditor Committees meetings agendas, earnings releases, future
off-slta meatings, Investigation summary pregsentation 1o Committees

Wealdy Restructuring Call w/ Skadden (Butler) and Kmart (Koch and Hutchison)

Review of materials to be presented o Kmart Board of Directors

Attendance at Kmart Beard of Directors meating

Attendance at joint committee meeting on June 11; meeting with finance committes re; reguast fos
store-level data

Meeting re: supply agreement

Weakly restructuring call w/ Kmart (Koch, Hutchison, and Kelley) and Skadden (Butler) r

Review of proposed supply agreement, plus comments thereon

Review of issuss regarding amandmsnt to pharmacy agreament, plus comments therach

Discussion ra store lavel data for Financial Institutions Committee

Review of suggested language changes In supply contract

Ravlew of Information request by Financial Institutions Committee re store |evel data

tc Al Koch, Kmart, ra information request for store level data by Finanglal Institutions Committes; set up
&/20 confatence call to discuss

tc ESL Capltal re status; next steps; current outstanding issues

Conf call Al Koch, Kmart, re response to information requast list from Flnanglal Institutions Committes;
next steps

Raview of Finansial Institutions Committea maotlon to modHy pravious order authorizing payment of
wages and armployes bensfits 10 cartain formear managamaent

Conference call Skacden(lvester, Durrer, Heistand) re prepatation for Omnibus Hearlng 7/24; update
on Equity Committee; othar naar term issues

Raviaw of Financial Institutions Committes's Objection to payment of certain consignment claims
Preparation of letter to Financial Institutions Gommittes In response to information request re store lavel
data

Review of Limited Objection of Officlal Commitiee of Unsecured Craditors re pra-patition claims of
conslgnment vandors

Conf call Al Koch, Ron Hutchison, Janat Kellay(Kmart), Jack Butlar{SASMA&F) re key near tarm issues;
praparation for Hearlngs ¢/28; update on Equity Committes; response to Financial Institutions
Committee re store level data

Ravisions to responsa letter to Financial Institutions Commitiee

Cont call Al Koch, Ron Hutehlsen, Janet Kelley(Kmart), Jack Butler(SASMAF) re 7/24 Hearing agenda,
exclusivity extanslon, recent finangial performancs, store closing analysis discussions with Financial
Institutions Committes, planning meeting in Datroit 7/29

Revlew of proposal from Malnake re sublease of certain real estate locations formaerly occupiad by
Penska Auto Centars

t¢ Ron Hutchison re breakfast meating 7/16 with Chairman of Equity Committes; agenda

Review of draft presentation to all three official committees for meetings July 16 and 17, 2002, plus
carmments theraon

Cont call with Ren Hutchison re information request by Financial Institutions Committee



Data Hours Proj Dascription

o206 g2 5 te Jack Butler{SASM&F) re information request of Financial Institutions Committea

TS0 (.2 5 tc Ron Hutchison re mesting with Chair of Equity Committee

arng2ee2 30 7 Attendance at Kmart Board of Directors maeting

o7Me00E 25 5 Attendance at Equity Committee meeting

g0 2. & Attendance at dinner meeting with Equity Committea and Craditors Committee

N7 30 5 Attendance at Joint maeting of Official Committees

g 15 5 Meeting with Committee Chair, KPMG and Glenn Rlee{Ottarbourg flem), Ron Hutchison re stora |avel
data, format, timing; Informatlon for next creditors meeting

grna2002 1.3 11 Conf call Al Koch, Tad Stenger and Glenn Rige re accounting for Inventory adjustments, merchandise
allowances

2 14 12 Review of matarlals for testtmony at 7/24 Hearng re assumptlon of Bouta @6 licensing agreamant

LLEr=r Ui S, 12  Review of materials for testimony at 7/24 Hearing re extension of exclusivity

a2 4 12 Intarnal 1o re testimony regarding Route €6 licansing agreemsnt

0vZARO02 (& 8 Raview of aganda for 7/29 strategy mesting, plus commants thareon

TRt 0.3 4 ta Hirsch Klaff re possible real estate transactlons

0723002 30 12  Travel to Chicago for Omnibus Hearing

Ntz 25 12  Dinner meeting at SASMAF in Chicago with Chuck Smith, Mark MeDarmott, Van Qurrer(SASME&F), Ron
Hitchison and Janet Kelley(Krmart) ra praparation for Hearing re extension of exclusivity, assumption of
Route 66 liconses

wR4Res: 2.5 12 Attendance at Court Hearing re extonsioln of exclusivity and assumption of Route §6 licanse

0722002 30 12  Retumn travel from Chicago

or2s002 1.0 & Intgrnal meating re praparation of matarials for strategy mesting on 7/22 in Detroit, meating with
Financial Institutions Committae on 7/30 in Detroit

o72eR002 05 & Internal meating re praparation of matarials for masting with Financial Institutions Committes

oizeeoz 1) 5 tc Eddis Lampert, ESL Capital, re status; restructuring options, timetable

72682002 BQ & Strategy sesslon In Detreit involving Kmart(Adamson, Day, Koch, Hutchison, Keltey), Skadden
Arps(Butier, Heistand) re stora base performance, liquidity and trade credit, developmant of long-term
business plan, exit stratagy planning, relationship with statutory committees

g - ¥ 1 3 Travel to Detrolt/Blrmingham for strategy and ¢raditors mestings

077282002 3 ) & Dinner masting with Messrs Day and Hutchisen and Ms. Hiestand (SASM&F] re preparation for 7/30
mesating with Financial Institutions Committee

7RI B D 10 Mestings with Messrs Koch, Stengar, Gooch, Zalackie, plus dinner meating with Stenger re preparation
of financial analysis for presentation to JPMChase re proposed amendments to DIP loan

7R 1.0 10 Mesting with Messrs Adamson, Day, Koch, Stenger, Hutchison re preparation for meeting with
JPMChase ragarding proposed amendment to DIP financing

o2 38 10 Meeting at Kmart among Massrs. Adamson, Day, Koch, Stenger, Hutchison, Gooch et.at (Kmart),
Messrs Repko, Saad and Holmes{JFPMChase) re proposed amendment to outstanding DIP financing

Q7002 25 3 Ratum from Datroit

LIZELT 1 5 tc Jef Aronson, Angelo Gordon & Co., re status; business parformancs,; asset sales: limatable

B2 0.4 5 to Paul Traub, Counsel to Equity Committes ra status; store levsl data; role of Hon Burkle in exit
strategy

oB2002 g5 10 Conf call with Jim Geoch, Kmart, re preparation of revised prejections for 2003/04 re proposed DIF loan
amendmant

w22 g4 10 t¢ Ron Hutchison, Kmart, re preparation of materials and analysis regarding proposed DIP loan
amendment

oBA02 .2 10  Raview memo from Ron Hutchison ra discussion with JFMChase regarding proposed amendment to
DIP lpan, plus response tharato

oM22002 1.6 10 Review of ravised DIP projections, plus comments theraon

faoaIee: .7 10 Conf call Ted Stenger and Jim Gooch(Kmart) regarding revisad DIP loan projections

a0 Q2 10 t¢ Jim Gooch, Kmart, regarding latest draft of DIP loan projections

osozzetz 05 10 Review of (atest draft of revised DIP [oan projections, plus comments thatean

0BBZD02 ()8 10 Conf call Al Koch, Ted Stenger, Ron Hutchison{Kmart), Bill Repko, Joe Saad{JFMChase) re DIF loan
amendment

fanszo02 03 10 Conf call Al Koch, Ted Stenger, Aon Hutchison re DIF loan amendment, next steps

e S B 6 Review of flash report for week ended 7/24/02

0BMBZD02 2.0 5 Mesating at MBLCo. with Edward Lampert and Bill Crowley of ESLInvestments re status, timetable for
emergence, key ocperating and financial issues, next steps

0B0E2002 ()5 10  Review of materials prepared by JPMChase re DIF loan amendment

08082002 Q.4 4 Review of draft “easer" re proposed sale of Bluelight.com and timetable, plus comments thersan

08082002 Q.7 10  Conf call Al Koch, Ron Hutchizon, Janet Kelley{(Kmart), Jack Buller and Eric Ivester(SASME&F) re
preparation for August 28th Omnibus Hearing; DIP loan amendment

08062002 18 10 Review of draft of presentation to DIP |enders, plus comments thereon

apa2n2 08 10 tore comments to presentation to DIP landers

08072002 () 4 10  Raview of latest draft of prasantation to DIF lenders, pluzs comments thereon

oaOTN2 1.2 10 Conference call w/ Kmart (Stenger, Hutchison, Zislecki and Gluck) and SASMAF (Durrer, Kolin,

Frishiman, and Wexler) re: DIF amandment



Review of term sheet relating to supply agreement, plus comments thereon
Review of draft Third Amandment to Revolving Cradit and Guaranty Agreement, draft revized Revalving
Credit and Guaranty Agreement and draftThird Amendment Fee Letter from JPMChase, plus comments

Conf gall Kogh, Hutchison, Stenger, Glock{Kmart), lvester, Durrer at. al (SASM&F) re page by page

to Jack Butler, SASMAF, ra need for tastimony for DIF loan amendmant on 8/29
Conf call RonHutchisen(Kmart), David Kolin et.al.{Skadden) re raview of latast draft of Third
Amendment Commitmeant Latter, Increase Fee Latter and Summary of Major Terms of Proposed Third

Review of latast draft of presentation to DIP lender group, plus commants thareon

Conf call Koch, Stenger, Hutchison, Kelley(Kmart), Butler and Ivester(SASMAF) re 8/29 Hearing
agenda, DIP loan amendment and increase, Board meeting preparation

Gonf call Koch, Hutchison, Kelley(Kmart) and Joe Saad, JPMChase re DIF loan smendment;

Conference call with DIP Lenders re amendment and possible commitment increase
Conf call Kogh, Stenger, Hutchison, Kelley{Kmart), lvester(SASME&F) re Motion 1o be filed in cannection

Review of final prasentation materials for DIP Lenders contersnce call
Raeview and comments on draft Motion fo Approve Amendmant 1o DIP loan, plus accompanying prass

Lunchsaon meating with Bill Repko, JPMaorganChasa, ra DIP loan amendment and commitrment
Ingrease; teadback from Lenders' mesting 8/13/02; status of syndication
Luncheaan meeting with Abagus(Messrs Cohen, Heina, Corrigan) re analysis of store leazes; store PAL

Conf call Ted Stenger and Ron Hutchison re recenciliation of reported cash balances

Conf call Adamson, Day, Koch, Stanger, Gluck(Kmart), Butler, lvestar at.al{SASM&F), Sard and

Ravlaw of motion of cenain bondholdars for 2004 examination of various documeants and information,

tz Eric Ivestar, SASMEF, re meetings with bondholders, substantive consolldation Issues

Conf call Al Koch, Janet Ksllay, Ren Hutchison{iKmart), Jack Butier, Eric ivestar{SASMA&F), ra asset
sales, meetings with bondhoiders re substantive consolidation issues, lax questions, atest forecasts
Revlew of tarm shast relating to agresment in principle for acquisition of Bluelight.com |SP business,

Meeting at affices of Simpson, Thacher & Bartlett involving Al Koch, Ron Hutshisan{Kmart), Eric [vestar
and Lynn Hiastand(SASMAF), and members of the senior lending group(JPMChase, Bank of New
York, Flaat Bank and Comarica) plus counsel re Kmart of Michigan intereompany loan and related

Meeating at SASME&F with Ren Hutchison(KMart), Jack Butler and Eric Ivester(SASM&F), Edward
Lampart and Bill Crowley(ESL Capital)and Scott Charles{Wachtell Lipton) ra confidantiality agreament,
patential to join Financial Institutions Committee, bondholder issuas

Conf gali Al Koch, Ron Hutchison, Janet Kellay{Kmart), Eric lvester(SASME&F) re results of 8/28
Hearing; discussion about meetings with banks and bondholders 9/3; Thalia llicense approval procass;

i re possible alternative trade/vendor financing method; Thelis license analysls

Conf call Ms Sheartl Levine and Sonla Gardner of AMROC, re vendor credit program

tc Eric Ivester, SASMA&F, re proposed confidentiality agreement for bondholdar

t¢ Raon Hutehisen, Kmart, re status; store profitability analysis

tc Edward Lampernt, ESL Capital, re confidentiality agresment; open |ssuss

Conf ¢all Erle Ivester{SASME&F} and Ron Hutchison(Kmart) re confidentiality agreement discussions

tc re distribution and supply chain management lssuas

Conf call Kmart Restructuring Committee, including Koch, Hutchison, Kalley, Butler and
Ivester(SASMEF) re Baard and Committae presentations, discussion of Superk storas, supply chain
managament, confidentiality agreemant with bondholdar

Internal mesting ra Superk store analysls; Fleming status.: next staps

tc Julian Day, Kman, re Superk stores, prospects for food busingss

t¢ Ron Hutehison, Kmart, re new bondholder mambers of the Financial Institutions Committas
Raview of latest draft of bondholder confidentiality agresrment, pius cormmernls tharaon

Date Hours  Proj Description
DROBZDOZ )3 &
ovowo0e 3.4 10
theraon
Qa/0002 1.2 10
raviow of draft rovised DIP loan agreemants
Da/082002 0.1 12
pazRO0Z 7 10
Amendmant to DIP loan
0BNEZZNZ 0.5 10
DBM3ZOZ 0 10
L | ] 10
confarence call with Lendars
0B322 1.7 10
22 .4 10
with DIP amendment for 8/29 Hearing
012 .4 10
oA132002 {3 10
release
oaidae 1.5 10
ov1sRae: 1.5 6
Informatlon; analysis of real estate
s 0.3 10 Conf call re reconclliation of reported cash balances
ow1E2002 0.5 10
ograzone 0.4 10 tc Eric lvestar, SASMAF, re DIP Amendmant
oaEIRO0E 0.6 10
Corao{JPMChasa)re DIF Ipan amendment
087232002 Q5 10  DIF Amendment
oa282002 2R 5
and preliminary papers re Kmart of Michigan
08282002 (& &
ovaERe0E 1.4 5
ovaiRe? pa 4
plus comments thereon
0R/aN200R 1.5 I
issUos
OR/oN2002 o8 &
Qa/04/2002 0.9 [
store profitabitity analysis
Gaaron2 - 9.3 10
owodEes: 0.7 10
0950612002 .4 5
9062002 0.4 [
09/08/2002 (.5 5
M0E2008 0.4 5
with major credior
0062002 0.4 &
0912002 (.G &
taHoEo02 0.8 &
081112002 .8 &
wHIRZ g3 5
tanzeoez Q.3 5
;N 0.6 G Review of Kmart weskly reparting package
w200z (.4 5

tc Tom Kitchler, OneEquity Fartrers, re statug and investment possibilltles



Proj Description

Date Hours
09132002 Q.8
0917002 4.5
031772002 35
oonTR0e: 2.0

[T b - - 5
moAsEene {0 5
092002 1.5 &
eAaz0E 2R 8
ogzen (07 [
022002 0.4 5
opzovEOOZ (.4 8
Qo/ar2002 Q7 5
sRNzonZ (04 [
Q9232002 0.8 [
aazaonz 1.4 &
08/24/2002 (.4 &
Oa/25/2002 0.4 &
on/2R/2002 .3 [
087002 2.0 &
00/2712002 D g [
0R/32002 (.3 5
1002002 0.4 3
WoV002 g4 5
1W0R2002 g2 [
0N002 0B 8
W00 o5 [
10062002 0.6 &
1082002 Q5 &
10062002 (0.3 5
noTene 07 4
ooszor: .1 5
10R2002 )3 5
oeet: 1.3 B
1oz g3 5
1008200 g4 4
oz 4 5
102z 2 5
w2z ()3 5
wveeenz g3 5
ez 1.9 -]
w0z 49 7
1a4zMz (.6 4
101aen: 15 B

ERLEYE:

Intemal meeting to discuss store rationalization
Attendance at Kmart Board meeting
Attendance at meeting of Equity Committee
Dinner measting with mambaers of tha Craditors Committea and Equity Committes, together with Messrs
Day, Koch, Stenger, Hutchison and Ms Kellay{Kmart}, Massrs Butier and Ivester and Ms Hiestand
Attendance at Joint creditors committes mesting

Maeting with Financial Institutions Committes, Kmart(Adamscn, Day,Koch, Stenger, Hutchison),
SASMAF (Butler, lvaster) re outstanding issues, exit strategy, Board matters

Maaeting with Creditors Committee re putstanding issues, exit strategy, investigation process,
compensation of exacutives

Maatings with Kmart(Adamson, Day, Kaoch, Stenger, Hutchisan, Kelley), SASME&F(Butler, lvester,
Hiestand,Durrer, Smith) re preparation for creditor meetings; business plan developmant: exlt stratagy:
litigation; meeting with bondholders

Conf call re business plan development; preparation of timetable/work plan for meating 8/27

te Barbara Scholl, Merrill Lynch, re status; new committea role; process

Conf call with Jack Butler{SASM&F)re information distribution and follow up to bondholder members of
Financial Institutions Committea

to Brandon Stanzl, Third Avenua Fund, re status, timetable; information flow

o Al Koch, Kmart, re meeting in NY on 9/27 re business plan development

Conf call/mesting at Kmart with Julian Day, Lynn Hiestand(SASMA&F) re Flaming agreements

Conf call Koch, Hutchisan, Kelley{Kman), Ivester{SASM&F) ra development of business plan and
projections; real sstate Issuss; siore closing analysis; mesetings with bondholders; time and
responsibility schadule

tc re business plan development; time and rasponsibility schedule; bondholder input

te re davelopmant of mastar T&R schedule; developmant of business plan

te Paul Traub re status; equity committae issues

Meeting at Skadden with Jirn Adarnsan, Julian Day, Al Koch, Ron Hutchison, Janat Kelley({Kmart), Jack
Butler and Eric lvester(SASMAF) re exit strategy; timetahle; developmeant of business plan; bondholder
issues

Maeting at Skadden with Jim Adamson, Julian Day, Al Koch, Ron Hutchisen, Janet Kelley(Kmart), Jack
Butlar and Eric Ivestar(SASMAF), Eddie Lampert and Bill Growlay(ESL Capital) and Scott
Chardes(WLRE&K) re exit strategy, development of busingss plan, exit timing

tc Janice Stanton, Gontrarion Fund, re status; business prospects; timing

to Eric lvester, SASMA&F, re response to FIC |etter, information flow, preparation for maeeting with
Creditors

tc Ron Hutchizon, Kmart, re business plan development, meetings with Creditors Committaes,
bondholder developments

¢ Ken Abdallah, Equity Committea, re status; set up meeting

tc Al Koch, Kmart, re developrneant of Buginess Plan, meetings with bondholders, timetabte for
emergence

tc Brandon Stranzl, Third Avenue Fund, re status; work in progress; timatable for axit

Review of Cardingl contract, cost of goods benefit analysis, plus comments thereon

Raviaw of Flaming outline of proposed revision to distribution agreement

Raview of Debtor's Mation to Approve Settlemant Agreement with Universal

Internal mesting re Biuslight.com sale process, naxt steps

Raview of Jores Day latter re FTI due diligence process

tc Scott Hazen, Otterberg, re status; press reports; oparating results; bondholder expectations

Cont call Janset Kellay, Ron Hutchison{Kmart), Eric Ivester, Lynn Hiestand{SASMA&F) re Board me&ting
agenda and presentation material; Joint Greditor Committees and Equity Gommittee meatings and
prasantation materials; FOR develocpment

tc Glen Rice, Otterberg, re timetable for exit; vender issues; exit financing; Craditer Committee meating
10/16

tc ra Blualight.com sale process

tc Agnes Lavy, Finangial Institutlons Committee, re process, Information flow, Bluselight.com sale
process timetable for exit

tc Glen Rice and Scult Hazen, Otterberg, ra Bluslight.com sale process, businass plan development
and timing, sreditors meeting In Datrol 10/16

tc Jeft Werthsim, Bay Harbor Managemant, re status, food and Flaming lssues per NY Times articla

tc Eric lvestar, SASMA&F, re Financial Institutions Committea meeting 10/16; discussions with
bondholders; developmenttimetahle far businass plan

Review of store base analysis, plus camments therson

Review of draft Board of Directors prasantation materials, plus comments thereon

Reviaw ot Motion for Qrder Approving sale ot Bluelight.com

Conf call Adamson, Day, Koch, Kelley, Hutchison, Gooch re store base analysis, business plan
davelopmant



Raview of materials for presentation to Equity Committee and Joint Meeting of Creditors Committess,

Intarnal strategy meeting at Kmart invalving Adamson, Day, Koch, Stenger, Gooch, Ksllay(Kmart),
Butler, lvester(Skadden) re axit stratagy and timetable for emargence; store base analysls; alternatives

Attendance at dinner meeting with Craditors and Equity Commlittees and Kmart managsament
Meetling at Kmart with Adamson, Day, Koch, Hutchison, Kalley, Stenger{(Kmart), lvestar and

Meeting at Kmart involving Koch, Hutchison{Kmart), Ivester(SASMAF), Eddie Lampert and Eill
Crowley(ESL Capital), Scott Charles{WLR&K) re exit strtategy and timing; cash requirements; business

Dinner meeting re business plan process; store base analysis, exit strategy and timing; atternatives to

te Ron Hutchisan, Kmart, re proposed conference call with certain bondholders re status; negotiation
Respanse memo to Erc lvester re mesting with members of Statutory Committees re resolution of
certain legal/structure Issues; propesed changes to draft press raleage re exit timing

Review of Kmart Weekly Busingss Summary for the perlod ended 10/16/02(waok 37)

Raview of Term Sheet Ralating to Amended and Restated Distribution Agraement with Fleming, plus
tc Ron Hutchison, Kmart, re axit strategy, resolution of certain inter-creditor issuas, proposad meeting

Conf call Ron Hutchison, Kmart, Eddie Lampert, ESL, re exit stratagy, valuatlon, penslon obligations,

tc Eric lvester, SASMAF, re meatings with advisors to creditors re intercraditor issues, guarantess; plan
tc Ron Hutchison, Kmart, re discusslons with ESL, mestings with creditors; store lease analysis,
c Eddie Lampert, ESL, re meeting with principals on FIC, re possibla exit stratagy, allocation matrix;

Meating with Ward Moaney, Fleet Ratall, ra exit strategy, timing, and financing facility
Raview of prapetition banks' Mation opposing sale of Bluelight.corm, and/or segregation of sale

GConf call Adamson, Koch, Hutchison({iKmart), Butler, Ivester Hiestand(SASMAF), re axit strategy,
completion of store baze and store [sasing analyses, prepetition banks' opposition to Bluelight.com

t¢ ro initiation of markat testing process with potential strategic and financlal buyers
tc re store base analysis; management meeting In Troy, Mi on 11/6; finalization of business plan;

tc Jonathan Rosenthal, Saybrook Capltal, re status of store base analysis and Businass Plan; capex

Heview of draft plan recovery analysls and sengltivity based on allowed claims and various seniority

Conf call Adamson, Day, Koch, Kalley, Hutchison{Kmart), Ivester, Hiestand(SASME&F)re mestings
between certain bondholdars and creditors committee; strategy session 11/6; markat soundings re

Conf call Kogh, Hutchlson, Kelley(Kmart), lvester(SASMA&F) re October “flash” results, store base

Review of Phasa 1| Preliminary Store Clasing Analysis, plus comments thereon

Meating/conf call among Adamson, Day, Koch, Hutchison, Kelley, Jelinek, Gooch({Kmart),

Date Hours Pra| Description
10142002 4.8 5

plus comments thereon
10142002 25 3 Travel to Troy, Ml re Board and Craditors Committess meetings
101622002 2 8 7 Attandance at Kmart Board of Directors meeting
1As2002 2.5 5 Attendance at Equity Committee meating
10162002 28 &

to stand-alone plan; Flemingfood/distribution Issues
10152002 3.0 5
Hee002 4.2 [

Hiastand(SASME&F) ra preparation for joint meeting with creditors committees
1HeR002 2.5 5 Attendance at jolnt mesting of creditors committass
10182002 3.0 5 Vigit with creditor committees to Kmart "store of the futurs”
10162002 D8 [

plan development; axit financing
10162002 1.6 G

stand-alone plan
101712002 Q.2 [ t¢ Steven Fraidheim, Qch-Ziff, re status; timing of exit
1017/2002 2.5 3 Raturn from Troy, MI
020202 0.4 5

process; POR developmant
10202002 0.3 &

122002 )2 &
la2n2ea2 - g4 &

comments therson
1w2t2002 .3 5

on Thursday, conference call 10/21
w2200 | 3§ 5

intercompany guarantees
w200z 0.3 1 tc Janet Kalley, Kmart, re NYSE listing issues
oz .3 5

negotigtions
1252z (.4 [

strategy meeting
100252002 (1.4 5

axit finanging
WSR2 0.5 5
y2aeMz - g 5

procaseds
10282002 7 B

sale, role of equity committea going forward, continuing diseussions with ESL
13002 g 4
wozez (.4 B

guaranae 1s5ues,
oMz 5

requirements; next steps
N2 0§ [

hypothases
ez 0.3 -} tc Eric Ivester, SASMA&F, re internal strategy calls, mestings with creditors
M0 .5 [

potential investors in Plan
1az002 - Q3 4 tc re approaches to certain financial/strategic investors
108002 49 6

analysis, agenda for 11/19 Hearing, meetings with creditors
1052002 0,3 6 te re store closing analysis; Fleming agreement
nioezeez 1.3 10  Breakfast meeting with Bill Rapko, JPMChase, re exlt financing under POR
11/06872002 Q.8 [
neeueE (.4 6 Cont call re store closing analysis
11/082002 2.0 6

Hiestand(SASME&F) ra raview/discussion of preliminary store closing analysis
1072002 1.3 7

Conf calt Koch, Hutchizon, Kalley(Kmart), lvester and Frisdman{SASMA&F) re preparation of agenda
and materials for Nov.12th Board meseting; Nov.13th meeting with statutory committess



Data Hours Pro] Description

nAap2 14 7 Raview of Board of Directors book in preparatlcm for Board maeting 11/12

nAw002 23 5 Review of draft presentation to Statutory Committees for Carmrnittee meetings 11/12 and 11/13, plus
comments theraon

nmaon . g4 <] Internal mesting re store closing analysis and businass plan

nnzzor  gAa 7 Attendance at Board of Directars mesting

NNAAW02 1§ 5 Attandance at Equity Committee maeting

nneee 2.0 5 Attendancs at dinner with Statutory Comm|tteas

nnaeonz Q.7 (-] Mesting at Skadden with Al Koch, Ron Hutchison, Janet Kellay(Kmart}, Eric lvester and David
Friedman{SASMEF) re discussion and review of draft term sheet for Plan of Rearganization

NNz 45 5 Attandance at Joint Meeting of Craditors Committees, plus braak out sessions

NnA3002 g5 -] Maeting with Messrs Adamson and Day re opportunities with strategic and financial buyers and
investars

nnagez 17 4 Braakfast meeting with Adamson, Day(Kmart) and potential investor in Kmart as part of POR

TMaze02 2 4 4 Reaview of draft Management Presentation to potential investors in Kmar, plus comments therson

nnrzenz g 10  Review of draft offering memarandum for exit finanging, plus comments theraon

naaeg2 - 4.0 6 Conf call Al Koch re meating in Chlcago to discuss Business Plan; raview of Flash October results;
stora ¢losing analysis/freaction of cartain craditors

nAnez2 g3 -] Conf gall Ron Hulchison, Kmart, re mesting In Chicago to review Businoss F‘Ian

nnseez 1.8 6 Review of draft 5 year Businass Plan, plus comments thareon

Mgz 0% 10  Reviaw of revizad draft of Offaring Memo for exit financing

nnszen: 1.3 10  Review of first draft of managemant presantation to potentlal Investors

ARz .3 8 tc re 5 year Business Plan

nnsRme - 3.0 3 Travel to Chicago for mesting at SASMAF re Business Plan

A9/2002 45 8 Mesting at SASM&F offices in Chicage invelving Koch, Hutchison, Kelley, Gooch, Day(Kmart}, Butler,
Ivastar, Wexler, Friedman{SASMA&F)re review of firat draft of 5 year Businesa Plan

THge0z 20 3 Dinner meating with Eric lvester(SASME&F) re Business Plan; next steps; exit financing; Fleming
Agreement; stora closings

e 30 3 Raturn to NYC from Chlcago

2oz {0 4 Conf call with potential investor re preparation for meating with Messrs Adamson and Day 11/21 re
investment in Kmart

wazez 04 10 tc Ward Mooney, Fleet Bank, re exit financing opportunity

iz 0,3 5 o Harold Dlenz, Bank of New York, re status; discussions with investors and aexit financing sources

wagwz . 20 4 Maaeting with Jim Adamson and Julian Day{iKmart} with potential investor in reorganized Kmart

hrnaer 0.3 6 tc Eri¢ Ivester{SASMAF) ra exit flnancing; term sheet for POR

W22 QR ) Conf call Ron Hutchizon, Kmart, ra potential real estate tranzaction; cash needs at contimnation and
sources of funds; exit financing; Fleming agreement

TVERE002 1.2 10  Conf call re potantial real estate transaction as part of restructuring/POR

nEse 04 6 ¢ Marlan Wexler, SASMAF, ra potentlal real estate transaction for leased and owned properties as part
of POR

NRARKE 05 10 Reaview of SASMAF materials concerning possible real estate financing transaction

vrE2 g9 10  Review of MBL- prepared draft term shest for potential Kmart real estate transaction, plus commants
thereon

a2z 04 8 Raview of draft tarm sheet for FOR proposed by certain claimsholders, plus cormments thareon

11/282002 4.9 & {Intarnal meeting re Business Plan and Exit Strategy; Liquidity and Exlt Financing; POR Term Sheat;
tnvestor Contacts; recant financlal results; Board maeting agenda

asone 0.3 6 Gonf call Eric lvester, SASMAF, re critlcal issues, Board call 11/26; POR Term Sheet; Exit Financing
offering memarangum

nsn 0.4 6 Review of latest draft of POR Term Sheet, plus comments thereon

nrzaz00z 44 -] Conf call Ron Hutchison{Kmartj, Jack Butler and Eric lvestar(SASMEF) re 11/26 Board maeting, POR
Term Sheet, critical outstanding issues

e 7 [ Conf call Day, Hutchison{Kmart}, Ivester, Friedman{SASM&F),Bill Crowley(ESL), Scott Charles(WLR&K
for ESL) re naegotiation of FOR Term Sheet

N2r002 g5 10 Review of draft offaring memorandum for exit financing facility, plus comments thereon

1v0a2002 3.0 6 Conf call Adamson, Day, Koch, Hutehlsan, Gooch{Kmart), Helstand(SASME&F)ra raview of & year
Buslness Plan(including strategic assumptions as revised), revised store closing analysis, Fleming
Agresmert

120212002 0.3 5 t¢ Ron Hutchison, Kmart, re proposed maating with Official Committee of Unsecured Creditors 12/03 re
POR term shaet

12022002 9,3 10  Raview of final draft of aexit financing facility Offering Memorandum, plus comments therean

tuoazen: 0.2 5 te re rmeeting with Unsecurad Creditors Committes ragarding plan issues

12032002 Q.5 & tc Jin Gocch{Kmart), re & year business plan; presentation to Board 12/9; valuation issues

12032002 4.0 B Mesating at Otterbourg, Steindler re POR issues, involving Ron Hutchlson(kKmart), Ivester, Hiestand and
Friedman{SASMAF), Glen Rica and Scott Hazan(Otterbourg), Scott Charles(WLRAK), Malissa Knaol,
Lisa Ashe and Larry Ladlg(®PMG)

1y 1 10 Mesting with Ward Mooney, Fleet Bank, ra exlt ilnancing facillty



Pro] Description

Conf cal Stenger{Kmart), Morrow, Kreatscman{AlixPartners},lvester, Ory(SASME&F)ra "best interests of
creditors” tast

tc Ted Stenger, Kmart, re beast Intarast of creditors test; timetable for completion; next staps

Raview of parformance report for White Lake, M| “store of the future”

tc Claudia Stasik, Citibank, re exit financing facility

tq Stuart Armstrong, GE Capital, re exit financing facility

tc Rich Levenson, Bank of Amerlca, re axit financing facility

Meeting with Glan Rice, Otterbourg Steindler, re exit strategy and timetabla

Mesting with Harold Dietz, Bank of New York, re exit strategy and timetable

tc Jeff Ggden, Deutscha Bank, re exit financing facility

t¢ re exit financing facility

tc Eric Ivaster, SASMA&F, re exlt strategy; Board mesting agenda; creditors committaa
agenda/presentation by Kmart

tc Bill Crowley, ESL, re status; Business Plan revisions; management issues; 12/11 maeting with
Statutory Committeas; exlt financing facility

Reoview of Board maesting materials

te re discussions with potentiat investors; mestings with Kmart management and creditors committee,
Board mesting

tc re preparation of materials for Board meeting

Conf call Adamson,Day, Keliey(Kmart), lvester, Hlestand(SASMAF) re matarials for Board mesting,
preparation for meseting with Unsecurad Craditers Committes 12/11; discussion ra 5 year Business Plan
Revlew of draft presentation to Unsecurad Credltors Committee for meeting 12/11, plus comments
tharean

Conf call Adamson Koch, Hutchison, Gooch, Kelley{Kmart}, |vastar, Higstand, McDermott(SASM&F) re
review of presentation to Unsecured Creditors Commitiee for meating 12/11

Conf call re matarlals for Bpard mesting 12/09

Ravlew of materials for presentatior to Board

Intarnal mesting re raview of matarlals to be presented to Board

Atteridance at Board meating

tc Claudia Slacik, Citibark, re exit finanging facilty

Meeting with Julian Day, Kmart, re exit strategies, crilical confirmation issues, SuperK resolution
Meeting with Ivester, Hiestand, Kelley, McDermott, Smith( SASM&F}, Koch, Gaoch, Hutchizon, Kelley,
Adamson, Day(Kmart) re exlt strategles; preparation of presentation materlals for maating with
Unsecured Cradltors Committes; financial results; exit financing discussions:status report; POR term

Masting at MEL with Ward Moonay et al, Fleet Bank, re exit financing facility

Maeting at MEL with John Podkowsky, Cladia Slaclk et al, Citibank, re exit financing facility

Moating with Bill Repko, JPMChase, re exit financing facility

Mesting at SASMAF offices re "dress rehearsal” for meeting with Linsecured Creditors Cormmittes
involving Adamson, Day, Koch, Hutchison, Gooch, Kelley(Kmart), lvaster, Hiestand, Smith, Friedman,
McDearmott{ SASMAF)

Final reviow of materials to be presented ko Unsecured Creditors Committea, plus comments tharaon
Maeting with Unsecured Graditors Committes

Meeting at offices of Jones Day, with Financial {nstitutions Committea; attendees insluded Koch,
Hutchlson, Kalley{Kmart), lvester, Higstand, McDermott{SASMEF)re POR Term Sheat; exit financing
faclity status; timing; critical path 1o emergence

te Bill Crowley, ESL, re exit financing facility, covenant package, availability

Conf call Hon Hutchison, Kmart, Erle Ivester, Marian Wexier, Van Durrer( SASMA&F), re structuring 1st
lien on real estate for benefit of trade craditors ve altarnative real estate transaction

Masting with Al Koch and Ted Stengar{Kmartjra preparation for mesting with CIT Corp. regarding future
trade cradit

Meeting betwean Al Kogh and Ted Stanger{Kmart) and Larry Marsiello, John Daly and David
Bram(CIT)re future vendor financing and factoring of trade payablas by CIT

tc Paul Traub, Traut Bonaguist, re status; trade issues; timing; exit faciity status

Review of Exit Financing Proposal from Flaat Securities, plus comments therson

Conf call re mesting In Troy with JPMCGhase re exit financing; Kodak agreement; Fleming agreemeant,
NYSE de-listing/establishing OTC market makers

Review of exlt financing proposal by GE Capital, plus comments tharaon

Conf call Hutchisen, Kelley(Kmart), lvester, Hiestand(SABME&F), Scott CharlesiWILRAK), Steering
Commitiee of Unsecured Craditors Commitiea, Rice(Otterbourg Staindler) re POR negotiations,
projected recoveries

Meeting at MBL with GE Capltal re axit financing; discussien of tarms and conditions

Dinner meseting with Ron Hutshison{Kmart), Milton Coopar and Michael Flynn{Kimcojre possible real
estate financing as part of exit facllity

Meating at MBL with Adamson, Day, Hutchison{Kmart) and Jack Butier(SASMAF) re exit stratagy,; stora
closing/Business Plan revisions; lock-ups for Committees and ESL; claims recongiliation; exit financing
status; real astate llen for trade vendors

Date Hours

.1 2032002 9.4 B
12032002 4 [
120H2002 0.4 6
1072002 g4 10
12042002 0.4 10
1042002 4 10
a0z 0.3 5
12/04/2002 0.3 5
1aGe2002 04 10
12052002 .4 10
12052002 0.6 1
12/05/2002 0.8 5
12057200 (1.9 7
o202 0.3 &
12082002 0.7 7
120672002 .9 6
120872002 1.2 5
1zoA2ODZ (.9 5
1aneRem 0.2 7
MmN (0.5 7
12082002 0.4 7
12082002 &7 7
12092002 0.3 10
aNeR 15 6
1210002 4.7 B

sheet

M2 1.0 10
1ozHE 15 10
W00 0.5 10
12002 {0 5
1oz Q.7 5
12MENE: 25 &
12002 20 5
1ana002 048 [
s 1.4 &
L EL L 5
1212002 2.3 5
12182002 0.3 5
1622 0.9 10
12182002 Q.3 10
121e2002 08 10
2N 1.0 5
12ATR002 2.0 10
12T 2.5 10
RNz a5 8



Proj Description

Date Houra

‘ 1212002 4.3 10‘
1218/2002 0.4 &
teeIeE 0.4 &
el .3 10
1eez002 Q9 10
1292002 {5 10
12i9eon  p.a 10
1zoEon2 1.2 10
1zava002 (.8 10
12202002 (.8 10
1202002 1.3 1
122172002 0.5 10
a0 0.8 10
12222002 0.8 10
e (4 10
1222002 (.5 10
1zvm (3 10
1272312002 2.0 10
12/23/2002 1.1 8
12202002 4.5 10
1282002 4 9 10
12272002 2.8 B
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Breakiast maating with Bill Repko, JFMChase, ra exit flnancing facility
Conf call Adamson, Day, Hulchison(Kmart}, Butler, Ivestar, Hiestand{SASM&F) re Plan issues,
timatable, ESL disclosure materialg, sale by Fleet of pre-petitlon claims

Conf call Butler{SASMA&F), Adamson, Day, Hutchison(Kmart) re personnal Issuas, future managemeant
neads, transition issues,

2 tc Ward Mooney, Flest, re exlf financing facility

Review of exit financing proposal from Bank of America, plus comments thereon

Conf call Dautzche Bank re exit financing fagility

Review of prapesal from Reutsche Bank re exit financing facllity, plus comments thereen

Review of Citigroup exit financing proposal, ptus comments thereon

Conf call Norma Gorio, JFMChasg, ra exlt financing facility

Praparation and review of spread shest analysis comparing all exit financing proposals

Internal mesting e current financial results; exlt financing status; business plan revislons; store closings
update; negotiations among creditors reé POR; review of draft documents

Review of exit financing proposal of JFMCGhase, plus commants thereon

t¢ Bill Crowley, ESL, re exit financing facility; salection of lead bank; key terms and conditions

tc Bill Growley, ESL, re exit financing facility: discussion of certain terms and condltians of various
proposals; covenants; faes

Review of updated side-by-side comparison of exit financing proposals

tg Julian Day, Kmart, re exit financing proposals; discusaion of pro's and con's of each; selsction of lead
bank(s); status of CFO search

1o re exit financing facility; conversations with LKmart officers re selection of lsad and co-lsad banks,
setting up contorence call 12/23 to discuss with Kmart and Skadden

Confarence call re: exit flnancing and FOR

Review of updated and revised 5 year Business Flan

Conferance calls w/ Chasa, Flest, GECC, and Citibank; Conference call w. Hutchison, Crowley, and
Frishrman ra axit financing facility

Conf call Day, Koch, Hutchison, Gluck, Marrow(Kmart), Butler, tvester,Frigdman, Frishman,Durrer,
Waerler(SASMAF), Growley(ESL) re selaction of lead manager, timing of commitment and costs
tharaof, key cutstanding lssues

Raviaw of first draft of POR and Disclosure Statement, plus comments theraon

Review of revisad proposals from GECEC, Citibank, Flest, plus comments theraon

Conf call Day, Kach, Hutshison, Gooech{Kmart), Butler, Frishman{SASM&F), Lampert and Crowley(ESL)
re exit financing facility, side by sida comparison of proposals, selection of lead/co-lead
managers,response ta all participants re Company term shest

te Bill Crowlay, ESL, ra exit financing facllity

te ra updated GECC and Fleat proposals: Saturday conl call schedulad

Conf call Day, Koch,Hutchizon{Kmart), Butier, Kofin,Frishman(Skadden}, Eddis Lampert and Bill
Growtey(ESL)re proposed terma and conditlons of Kmart proposed Term Sheet for axit financing tacility
te Rion Hutchison, Kmart, re status of MBL discussions with potential exlt flnancing sources

tc Jim Googch, Kman, re revised 5 year Business Plan

2 t¢ Rich Lavenson, Bank of America, re status of credit approval; willlngness to hold large amount

tc Claudia Slacik, Citlhark, re status; duse diligence reguirements; undenwriting timetable; hold position
Reviow of latast and revised drafts of financing proposals, plus cemments theraon

Conf calt Day, Koch, Tutchison, Gooch(Kmart), Fristiman, Kolln, Friedman(SASM&F), Lampert and
Crowlay(ESL), Scott Charlas(WLR&K) re review of updated side by side comparison of exit Financing
proposals; discussion of lsad/co-manager selection; further Issues to negotiate,; set of Jan.2nd conf call
to review status

2tc Norma Gorio, JPMChase, re timetable to submit revisad proposal; updated business plan and
Decarmber rasults;set up conf call for Jan.2 at 3 pm fo discuss

Gonf call Eddie Lampert and Bill Growley{ESL) re exit financing facility; status of digcussions with §
Institutions; key issues; timing; alternative fas structuring possiblitles; choices for lead managars
Ravlew of EBITDA reccnciliation bétween Board foracast and latest analysis

Intarnal strategy call

2te ra valuation issues; holiday results; Valuation Committee discusslon prior to tarmal disclosurs;
ravised Business Plan

Review of ravised Kmart term shaet for POR, plus comments theréan

T/c's with Chase and managemant re: exit facility

Review of Goldman, Sachs exit financing propesal, plus comments thereon

Review of latest side-by-slde comparison of exit financing proposals, plus comments thergon

Gont call Day, Koch, Hutchison(Kmart), Butter, Frishman, Kolin(SASM&F), Crowley(ESL),
Charles{WLRSK) re exit financing facility; revised propusals; selection of lead and co-managers
Roview of SASME&F mark-up of latest revised GECC exit finansing propesal, plus comments thereon
Conf call Koch, Hutchlson(Kmart}, Frishman, Kolln{SASMAF), Growlay, Mnuchin(ESL),
Charles{WLR&K)re proposed mark-up of GEGG latest exit financing proposal



Date Hours
0I0E2003 7
M/082003 15
oimsE003 .8
nsR0E 0.8
00s2002 1.9
o003 95
M0erR003 .4
DVOsR00F 1.4
0062008 1.8
DLOBZ0S (0,5
/D6RI0Z 3.5
010672003 (LB
072 0.4
atigTend 0§
ouzRons 1.2
ouer200: g
MFR003 9.3
vjoTR003 0.8
ABZ003 (.2
Mo2003 0.8
oi072003 4.4
oUORY A3
01/08/2003 (0.9
01002008 Q.5
o10e2003 .4
D8R3 0.8
/o8008 (.3
minoeol o5
0lH0R003 DB
MAN2003 1.5
olrweess {7
W 1.4
MHoRME 1.3
oAz (.7
Mgz 9.3
ovzens 0.7
011172008 4§
YN0 2.5
o004 q
ainzzopl 4.2
MA22003 (.8
oo 7
MN22003 3.5
VYoo 1.0
[RE -

Pro] Description

10

6
2
10
G
10
10

10

10
10

=

[=]

mmmmm;m-nmm—-

M= mun et

-]

10
10

Canf call GECC ra latast revised proposal; status of credit approval; nagotlations ra terms and
conditions; set up conf call with counsal for 1/6/03, plus rreetings with Kmart 1/9

Ravlew of Best Intereste Analysis, plus commaents thereon

Review of draft presantation to Kmart DIP lenders, plus comments thereon

Ravlew of SASM&F comments t GECC exit financing proposal

Review of draft Term Sheat for POR, plus comments thereon

te Richard Levenson, Bank of Amarica, re exit financing proposal; status of credit approval process

1o Ward Mooney, Flast Bank, re exit financing proposal; status of credit approval

Review of Kmart SEC Form 10 Q for the quarter ended October 30, 2002, plus Cetober and November
Qperating Reports

Review of Draft Investment Agreement among Kmart, ESL Investments and certain ather investors,
with respect to funding the POR

te Jeff Aronson, Angelo, Gordon & Go,, re status; timing

Conf call Koch, Hutshison, Kelley(Kmart), Frizhman, Kolin{SASM&F}, Mnuchin, Crowley(ESL), Wail,
Gotzhal, GECapital, re axit financing facitity; negotiation of term shasat

Gonf call Koch, Hutchizon, Kelley(Kmart), Frishman, Kelin(SASM&F), Crowlay(ESL), Charles{(WLR&K}
ra GECapital exit financing proposal; next steps

te Claudia Slacik, Citibank, re exit financing facility

tc Bill Repko, JPMChasa, re exit financing facltity

2 Conf call Eric Ivester and Mark McDemmott{(SASMAF) re status of exit financing; Investment
Agrasmant, plus commeants thereon, including Termination and Transaction Fees payable to Plan
Sponsors; structure of obligatlons to certain plaintifs in satistaction of thair claims

Internal mesting re status of exit financing facllity; discussions with GECC and Bank of America

Conf call Mark McDermnott, SASM&F, re schedule for status calls ovar naxt waek

Internal meeting ra creatlon of mechanism for datermination of instrument for certain plaintiffs' claims
Mamo to various team members re GECC and JFMChasa pusitions on exit financing

Raview of revisad draft of POR term sheat, plus comments thareon

Fioview of 2 revisad drafts of GECC commitment latter tor exit financing

Review of first draft of MBL/DIKW valuation analysis for POR

Intarnal meating re comments to valuatlon analysis

Internal maeting re valuation presentation for Internal committee and Krnart Board masting 1/13
Raviaw of revised draft of POR tem sheat, plus comments tharaon

Raview of draft of Investment Agreemant dated 1/7/03, plus respanse to SASM&F regarding certain
provisions

Ravlew of draft axit vendor lien program tarm sheet, plus comments tharaon

Raview of propesal by Equity Committes tor rights issue, plus response thereto to SASMAF

Review of draft Motion to Amend DIF Agreement, plus comments theraon

Valuation Committee mesting to raview draft valuation for POR

Review of 2 |atest drafts of GECC exit finanging facllity commitment stter, plus comments thereon
Raview of valuation materals and analysis for presantation to Kmart Baord 1/13

Conf call Butler{SASMA&F), Hutchigon (Kmart) re discusaion of proposed valuation materials for Kmart
Board maating 1/13

Cont call Koch, Hutchison, Stenger,Kelley, Gluck, (Kmart), Hiestand, McDermott, Wexler re raview of
qutstanding opan issues In POR Term Sheet, Investment Agraement, Vendar Llen Program, Exit
Financing; updats on stofe ¢losings

Revlew of GECC proposal re $200 milfion vendor factoring line of cradit, plus comments thareon
Review of latest ravised GECC exit financing commitment, plus comments theraon

Cant call Hutchison, Stenger, Morrow, Kelley, Gluck(Kmart), Butler Hiestand, McDermott, lvester,
Wexlar(SASMA Fyre review/discusslon of Best Interests Test, review of MBL/DrKW Valuation for POR
and Kmart Board meeting; outstanding issues

Coni call Butler, Hiestand, tvestar, McDermott, Wexler, Durrer{SASME&F), Hutchison, Kellay,
Gluck{Kmart), Scott Charles(WLR&K)re Investment Agreement, POR Term Sheat, Exit Financing
Faglity, outstanding issues with Unsscursd Craditors Commitiee

Feviaw of MBL/DrKW revised prallminary valuation materials for Board meeting 1/13, plus commants
thereon

Review of Summary of Final Store Closing Analysis, presentation to Kmart Board meeting 1/13, plus
comments thereon

Ravlew of latest revised GECT exit financing commitment letter

Internal meeting re proparation of materials for presentation to Kmart Board at 1/13 meeting

Conf call Hutchizon, Stengsr(Kmart), Butler, Ivester, Wexler, MeDermott, Ory Hiestand(SASME&F],
Charlag(WLREK), Rice and Hazan(Otterbourg Steindler)re autstanding POR deal points, exlt financing
statug,store closings, DIP Amendmant, Equity Cornmitiee status

Cont call Frishman, vester(SASMAF), Hutchison{Kmart) re discussion of latest mark-up of GECC exit
financing commitment

Meating at SASMEF prior to Board meeting involving Adamson, Day, Koch, Hutchison, Stenger,
Kelley{Kmart), Butler, Hiestand, McDermott(SASMAF)re status of Plan negotiations, exit financing, ESL
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Attendance at Kmart Board mesting
tc Ed Ordway, FTI, re status of ESL; exit financing; views of FIC; valuation

Review of revised draft of GECC exit financing commitment leter, plus comments tharecn

Conf call Ron Hulehison(Kmart, Stuart Armstrong, Penny Friedman et.al (GECG)re ravised tarms for
gxit financing comrnitrment

te Paul Traub, Equity Committee counsel, te status; ESL position; altemative financing sources, next
steps

Review cf draft press release, plus comments thereon

Revlew of draft Motion to Amend DIP facllity, plus comments theraon

Attandance at Joint Gommittee Meeting in New Yark; meeting w/ GECG re vendor factoring line of
credit

Review of draft Motion to Enter Into Exit Financing Commitrmant, plus cormments theraon

2 t¢ Bill Crowlay, ESL, re possible alternative investment structuire

te Ron Hutehison, Kmart, ra possible ESL alternatlve transaction structure

Intarnal meeting re possibla ravislon to GECC exit financing in event of altemative investmernt
straugture

Conf ¢all Day and Hutchison, Kmart, re alternative sources of financing POR

Conf call Day and Hulchison, Kmart, re ESL and Yucalpa Interests

Cont call Ivester and Hiestand, SASM&F, re Yucaipa interast in POR

Conf call Day, Hutchison(Kmart), Hiestand, Ivester, Friedman, Butler(SASMA&F)re Yucaipa offer to fund
POR

Review of GECC letter to co-lenders ra ingurrence of dabt

1t re conference calls with financial advisors to statutory committess re alternatives (o stand-alona
FOR, M&A process

Raview of revised draft of POR and Disclosura Statement, plus comments theraon

Conf call Day, Koch, Hutchison(Kmart), Butler, lvester, Hiestand, Durrer, Cry, Frisdman,
Sabrin{SASM&F) re revised investment proposal by ESL for assisted stand-alene plan; negotiations
with Statutory Committees; timing of flling POR; Board call; comments on POR/Disclosure Statemant
Conferencea call w/ Butler, lvester, Hiestand, Hutchison, Day, Koch, Ory and MeDarmott re: ESL
proposal

Conf call Hiestand(SASM&F) re ravised ESL proposal; next staps

tc Jack Butler, SASM&F, re revised ESL proposal

2tc ro ravised ESL proposal; set up conforanca calls

Conference call w/ Hutchisen and Hiestand rg: ESL Proposal

Conf call tvaster, Hiestand, Friedman{SASME&F), Hutchisan{Kmart), Lampert, Crowley(ESL),
Chares(WLRS&K) re negotiations for POR sponsership, investment in Kmert

Review of ravised draft of Investment Agreement, plus comments thereon

Review of draft of MBL discussion of Valuation methodology for Disclosure Staterment, plus comments
tharaon

i Erie lvester, SABMEF, re revised ESL proposal

Intarnal meeting re preparation for conf call with exit facility banks regarding revised ESL. proposal
Conf call Eric ivaster, SASMA&F, re status; ESL revised proposal

Review of revised drafts on Irvestment Agreement, amendments to exit financing facility, POR Term
Sheet, Term Shest for $60 rmilllon cvt sub notes, MBL Valuatlon Rider for Disclosure Staterment, Vendor
Lien Tarm Shast, plus commants theraon

Imtarnal mestings re MBL Valuatlon Rider, ESL Investment Agragmant ravigions, discussions with
GECC re ESL Invastmant Agreemant

&tc's with Bill Growlay, ESL, re revisions to Investment Agreamant, impact on GECC exit financing;
negotiations with GECG, BofA and Fleet with regard to ESL Investment Agraemant revisions
Raview of ravised drafts of Investment Agreement, riders to exit finaneing faclity, POR Tem Sheet,
plus comments thareon

Attendance at Kmart telephonic Board meating

Review and final comments on POR and Disclosurs Staterment prior to filing

Cont call Butler(Skaddan) re valuation {or Disclosure Statemant

Revlew of oral argumert and proffars re exit tinancing for Court Hearing on 1/28

Travel to Chicago for Court Haaring

Praparation for oxpert testimony re axit financing and store closings

Dinner meeting with Ron Hutchison and Michelle Gluck{(Kmart}, Penny Friedman(GE Capital) re exit
financing

Attendanse and testimony at Court Hearing

Return from Chicago re Court Hearing

Conf call Jack Butler and Lynn Hiestand(Skadden) re status; respunsé 10 investor inquiry

Travel to Chicage for meetings at Skadden and Court Hearing re Flaming Agreemerit

Moeting at SASMAF re preparation of Affidavit and testimony for Mearing 2/3 re Motion to Reject
Fleming Agresment



Date Hours Proj Description

02032003 2R 12 Preparation of testimony for Hearing re Relection of Flaming contract

s2/ov2003 5.0 12 Attandance and testimeny at Court re Motion to Rejact Flamings contract

ozoEeed 3.0 3 Retum to NY from Chicago

0XeA00s 1.5 10  Ravlew of rating agency presentation re exit financing, plus comments thereon

02/06/2003 (L5 10 Intemal mesting re rating agency preserntation

0272003 (.4 5 tc Tom Otte, GECC, re rejection of prepetition equipment leasas

02003 1.3 10 Review of revised draft of presentation to ratings agency ro exit financing facility, plus commants
thereon

D2I2003 1.7 7 Raview of prasantation matarials for Board meeting 2711

iveedd 1.6 5 Reviaw of draft prazentation to Joint meeting of crediter ¢ommittess on 2/12, plug comments thereon

0212003 (.3 L i re negeotiations with GECG regarding gulpment laazes

2002 3.5 g Review of Firet Amended Disclosure Statemant, Exit Vendor Lien Term Shest and FOR, plus
comments thareon

o0 0.6 10  Review of ravised draft of Rating Agency Presentation for exit tinancing

a2n22003 Q.5 10 Review of revised draft of rating agency presentation re exit financing

engzand 2.0 5 Attendance at Joint Meeting of Statutory Committess

oo 20 [ Maetings with Day, Koch, Hutchison, Stenger, Gooch, Giluck(Kmart), Butler, Ivester, Wexlar,
Durrer{SASM&F)re lssues for Disclosurs Statemant hearing and ¢onfirmation

ozaq2003 4.8 6 Review of latest drafts of POR and Disclosure Statemant, plus comments theraon

02N 1.5 ] Raview of Motlons to Extend Exclushity and for approval of POR and Disclosure Statement

04003 0.3 12  Preparation of witness staterment for testimony at Qisclosure Hearing

24003 3.0 a Traval to Chicago for Disclosure and Omnibus Hearings

oI 2.0 12 Meeting at Skadden re preparation of profiers and testimony for Disclosure and Omnlbus Haarings

oa2s2003 8.5 12 Attendance at Court for Disclosure and Cmnibug Hearings

262003 3.0 3 Return from Chlcago

owae200d  gq 10 Volgemail message to Crowlay from Walker and Miller ra: investment agragmant

oE7izons 1 10 Review of latest draft of syndication offering memorandum for $2 billion exit financing facility, plus
camments thereon

0062003 0.7 10 Review of latest draft of GE Capital syndication memorandum, plus comments thereon

oveszo0d 0.7 ] Review of Fleming claims re contract rejection, pre and post-petition

031oRo03 1.0 ] Raview of other cases ralavant to landierd lsase rejection claima In antlcipation of 3/25 Hearlng

N0 1.6 € Heview of estimated leasa rajection claims for tha "Kmart of entitias

03142003 0.3 6 Review of summary of value atributable to subsidiary guarantees

anaae 1.4 7 Review of materials 1o be presentsd to Kmart Board maeting dated March 18, 2003

ova2003 0.4 6 tore syndication mestings, discussions with rating agencies, PBGC |ssues, landlord claims

03142003 0.4 & tc Eric lvestet, SASMAF, ra objectlons 1o confirmation, PBGC issues, landlord/lease rejection claims,
Fleming oblection

0317/2003 Q.8 B Review of matetlals for prasentation to jaint maeting of Statutory Commiittees, plus commaents thereon

t3Haz002 g7 [ tc re confirmation hearing Issues; valuation discugsion; strategic options; Flaming

panszoed (.8 B Raview of oreditor committee discusslon, settlement of Fleming claim for contract rejection, preparation
of expert withess summary for Hearing 3/26, discusslon of syndication progress for exit financing facility

o200 (.3 12 Proparation of expert withass summary for Hearing 3/25

oalsmE 0.3 g to Glen Rige, Otterbourg firm, te settlement of Flarming claim

g0 0.4 10 Roview of Standard & Poors rating statement for exit financing facliity

0N20/2003 0.4 12 Conf call Eric Ivester, SASM&F, ro deposition and testimony for Hearing 3/25

0232003 4.0 3 Traval to Chicago

oN2y003 .0 8 Meetings at Skadden in gonnection with omnibus hearing

03/23/2003 10,0 <] Attendanee at hearing

0vRNR03 100 B Attandance at hearing

0VZEI003 4.0 3 Travel Back to NYC

oITRME 1.4 5 Review of presentation materials for PBGC meeting, plus comments therecn

oaer200d {5 6 Conf call Hutchison(Kmart), Butler, Ivestert SASM&R), Ford{Groeme Law Firm) re issues ralsed by
PBGC, preparation for meating with PEGC

oVl 0.5 6 Irlemal masting re PBGC lssues, prepartion for PBGC mesting in Washington

vazeas ()7 6 Review of revised presantation materials for PBGC meeting

0N Q.5 & Internal meeting re PBGC concerns with POR

oa12002 4.0 & T/c's interally and with PBQC re: pension plan

w2003 05 [ Ravlew of proposal to Footstar re outstanding issues

ba/D3/2003 0.5 B Internal meeting re Footstar matters

Qo003 7 ] Intarnal meating re preparation for Gontirmation Hearlng

0470372003 Q.2 6 Exchangs of correspondence with Skadden re preparation for Confirmation Hearing

odioT/2008 19 €  Confcall Butler,Hiestand Durrer Ory{SASMAF) re objections to Confirmatlon, preparation for Hearlng

oaOTRN03 2.7 ) Reviaw of various Objections to Confirmation

o700 27 6 Reviaw of proposad exhibit to Miller testimony, plus comments therecn




